





| mo S £ae Ss S A: No F EN Aho ee 


4 








50c 


_— 


JANUARY 15, 
1961 





a= Tae 

















eR A 


NOW! A BUILT-FOR- 
BUSINESS TRUNK 

* WITH BUMPER-LEVEL 
LOADING! 61 


tRaGive 





The most surprising thing about this 
new Chevy trunk is that it’s even 
bigger than it looks. That’s because 
practically every 
capacity is 


inch of its cubic 
The first 
thing we did was move the spare tire 


usable space. 
up out of the way onto a raised plat- 
form. Then we bui!t a deep well into 
the floor where the gas tank usually is 
the tank’s been moved forward out 
of the way along with the tire), to 
give you 15% greater height for stack- 
ing luggage and odd-size objects. And 
to make sure this would be the most 
practical trunk ever, we lowered the 
height right the 

Chevy’s also wonderfully 


loading down to 


bumper! 


easy to load from the side—thanks to 
its extra-wide deck lid.) 

You'll find that the rest of this 
Chevy for ’61 makes every bit as good 
sense as the trunk. Those easier-to- 
get-into door openings, for instance, 
that are as much as half a foot wider. 
The higher, more comfortable seats. 
And the extra leg room in the front— 
plus greater foot room in the back. 
These are just a few of the many built- 
for-business benefits that will help you 
get more out of your Chevy from the 
time you buy it till the day you trade 
it in. See your dealer soon for all the 
details. Chevrolet Division of 
General Motors, Detroit 2, Michigan. 


The fleet car America likes to do business with! aco 





NEW HORIZONS IN 
COMMUNICATIONS 


The Bell System will spend 


2'/2 billion dollars for 


new equipment, new services 


and new ideas this year 


to grow with America 





That's a lot of money. 


But the Bell System has been in- 
vesting in additional plant at a high 
rate for the past five years. 


With those dollars, during that time, 
we've opened up some far-reaching 
frontiers. 


For example: 


We put nearly 15 million more 
telephones into service. We added 
facilities for a billion more Long Dis- 
tance calls a year. 


We bounced telephone calls off the 
moon and Echo I as a prelude to a 
world-wide satellite communication 
system. 


We developed Data-Phone service 
so that electronic business machines 
can “talk” to each other over regular 
telephone lines. (Some day, machines 
will do more talking than people! ) 


We extended Direct Distance Dial- 
ing so that more than half our cus- 


tomers can dial their own Long Dis- 
tance calls quickly and easily. 


We introduced the lovely little 
Princess phone that lights up for easy 
dialing—and the Call Director tele- 
phone that gives business a versatile 
efficient intercom system in one com- 
pact instrument. 


More Advances Ahead 


We're testing pushbutton phones 
that are faster than dialing—and an 
Electronic Central Office that provides 
telephone services never known before 


We're launching Bellboy—a small 
pocket receiver that tells you when 
someohe wants to reach you on the 
phone. 


These are only a few of the notable 
new products and services from Bell 
Telephone Laboratories being made 
available for nation-wide use. 


Our job is BIG 


and growing at a 


FREDERICK R. KAPPEL, PRESIDENT 


AMERICAN TELEPHONE 


AND TELEGRAPH COMPANY 


fantastic rate. Right in the midst of 
America’s population explosion, tele 
phones have been multiplying faster 


than people! 
More Capital Needed 


To meet this demand . . . to improve 
and extend your service takes dol 
lars by the billions. And investors will 
continue to put up the billions only 
if they expect to be reasonably well 
paid for the use of their money 


Only with continued adequate earn 
ings can we conduct the research and 
plan the orderly expansion that keep 
the quality of your telephone service 
going up—while holding the price of 
it down. All these things benefit the 
telephone user, of course. 


But, in addition, those dollars gener- 
ate local jobs and opportunities—add 
to national progress and prosperity — 
and further advance the finest, fastest 


telephone service in the world. 
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New growth, new progress, new stability for 


NATIONAL STEEL 


The great expansion program begun three years 
ago by National Steel will reach completion in 
1961. Costing in excess of $300 million, it is a 
signal of continuing progress. It is the result of 
our never-ending search for the new and the 
better in facilities, processes, and products. 


This program is the kind of thing, throughout 
our economy, which provides the solid founda- 
tion for continuing American prosperity. It is 
tangible evidence that private citizens are 
willing to back their firm confidence in the 
future with huge amounts of private money. 


Important benefits will flow in many directions from this expansion. 


To our employees—it means better, more secure, more stable jobs. 


To our customers—it means volume steel supply for peak demand periods. 
In any period it means steel of the highest, most uniform quality yet made. 


To our company—it means higher efficiency, lower costs, greater stability 
throughout our operations . . . factors which provide us with a stronger 
competitive position in the market place. 


To you as a consumer of steel—it means better products because of better 
steel. It means greater value for your dollar in the steel products you buy. 


As our new facilities become operative in 1961, each will add its distinct 
and important contribution to the firm foundation for future growth, 
progress and stability at National Steel. 


Six major steps to further progress 





At Great Lakes Steel 
in Detroit, the computer-controlled Mill 
of the Future—fastest, most powerful 
80” hot-strip mill in the world—will pro- 
vide more and better auto body sheets. 





Our new Research Center 
will be National Steel’s headquarters 
for expanded, continuing exploration of 
new and better raw materials, facilities, 
manufacturing processes and products. 


At Midwest Steel 
near Chicago, the most modern and 
efficient steel finishing plant in existence 
will provide the finest tin plate, galvan- 
ized sheets, hot and cold rolled sheets. 





New Basic Oxygen Furnaces 
at Great Lakes Steel, construction will 
start in 1961 on two basic oxygen fur- 
naces—the largest ever built—which will 
add new capacity and greater efficiency. 





At Weirton Steel 

in Weirton, W. Va., new and improved 
facilities will increase the production 
and improve the quality of Weirton’s tin 
plate, galvanized and cold rolled sheets. 





At Stran-Steel 
in Terre Haute, new facilities will boost 
output of popular color-coated steel 
panels for Stran-Steel’s new line of 
contemporary pre-engineered buildings. 


NATIONAL STEEL CORPORATION 


Grant Bldg., Pittsburgh, Pa. « Major Units: Great Lakes Steel Corporation + Weirton Steel Company +» Midwest Steel Corporation 


The Hanna Furnace Corporation + Enamelstrip Corporation 


+ Stran-Steel Corporation +« National Steel Products Company 
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SIDE LINES 


The Big Money 


How BIc a part in the swings of the 
stock market is played by “insti- 
tutional” investors—that is, by 
banks, insurance companies, mu- 
tual and pension funds and other 
financial institu- 
tions, as distin- 
guished from 
private individ- 
uals? 

Nobody is more 
keenly interested 
in the answer to 
that oft-posed 
question than the 
New York Stock 
Exchange, where 
the vast majority 
of institutional 
transactions take 
place. So period- 
ically the Big Board marshals its 
information-retrieving resources 
and sets out to take a candid snap- 
shot of itself and of the people 
who use its facilities. The latest 
such snapshot (taken last Septem- 
ber) came to light last month when 
the Exchange issued a study called 
“The Institutional Investor and the 
Stock Market.” 

Stabilizing Factor. If the Big 
Board’s study comes to any con- 
clusion, it is this: institutional 
buyers exert a definite stabilizing 
influence on the market. 

To prove it, the Exchange could 
not have picked a better week to 
study than it did, an especially 
trying one for the market. That 
week the Dow-Jones industrial 
average hit the bottom at 569 after 
a month-long decline. Yet that 
week the institutions bought 3.9 
million shares, sold 3.6 million. 

It was positive confirmation of a 
thesis that Big Board President G. 
Keith Funston has been propound- 
ing all along. Said he: “These net 
purchases at a time when stock 
prices on average reached their 
lowest point in a year provided 
new evidence of the stabilizing 
nature of institutional transac- 
tions.” 

The one big exception was the 
commercial banks, who are the 
biggest institutional traders, ac- 
counting for some 40% of all tran- 
sactions by institutions. In the 
test week they sold 126,000 shares 
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more than they bought. Most of 
their orders, however, represented 
trading by individuals. Banks are, 
in fact, the largest channel, other 
than brokerage firms, through 
which individual 
orders reach the 
exchange. 

But other in- 
stitutions that 
week were bar- 
gain - hunting 
aggressively. 
Corporate pen- 
sion and profit- 
sharing funds 
bought 288,000 
shares, sold only 
68,000. Life in- 
surance compan- 
ies bought 147,000 

shares, sold 21,000. Non-financial 
corporations bought 124,000 more 
shares than they sold. 

Divided Minds. What of the mu- 
tual funds, whose increasing in- 
fluence on the market is often 
suggested? After the commercial 
banks, the funds are the most ac- 
tive institutional investors. In the 
test week they traded over 1.3 mil- 
lion shares, or 17% of the institu- 
tional total. They, too, were buyers 
on balance, but by a mere 45,000 
shares margin out of their 1.3 
million share turnover. That hard- 
ly added up to the funds exert- 
ing a controlling influence in the 
market. 

Are institutions, including the 
funds, exerting increasing control 
over the market, as some pundits 
have clamed? Based upon test week 
results, the answer seems to be an 
emphatic “no.” That week institu- 
tions did account for a big share 
of total trading on the exchange: 
24.3%... That, however, was no more 
than in 1952, when a two-day study 
showed institutions accounting for 
24.6% of total volume. It has neve: 
since exceeded that level and has 
run as low as 17.5% 

That is the most important find- 
ing of the Exchange's revealing 
study. But the full report is packed 
with a good many other valuable 
facts. Why not see for yourself? 
For a copy, write: Dept. F, New 
York Stock Exchange, Box 1070, 
New York 1, New York. 
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FIRST NATIONAL CITY BANK 


Head Office: 55 Wall Street, New York 
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88 in Greater New York 
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76 in 29 Countries Overseas ae 





Statement of Condition as of December 31, 1960 


ASSETS 

CasuH AND DvE From Banks Ee 
Unitep States GovERNMENT OBLIGATIONS 
STATE AND Munlcipat SECURITIES 

OTHER SECURITIES . 

Loans > See eee at 
Customers’ AccepTANCcE LIABILITY 
FeperRAL Reserve Bank Stock 
INTERNATIONAL BANKING CORPORATION 
Bank Premises, FURNITURE AND EquipMENT . 
ITEMS IN TRANSIT WITH OVERSEAS BRANCHES 
OTHER ASSETS 


Total 


LIABILITIES 

Deposits i eae 
LIABILITY ON ACCEPTANCES . 
Foreicn Funps Borrowep. 


RESERVES: 
UNEARNED INCOME oP gee iy 
TAXEs AND AccRUED EXPENSES 
DiviDEND 


SHAREHOLDERS’ Equity: 
ee a ae 
(12,240,000 Shares—$2U Par) 
SuRPLus Be 4 
Unpivipep Prorits. 


$244,800,000 


380,000,000 
140,576,845 


$2,029,684,200 
1 454,447,284 
487,817,205 
88,365,335 
4,254,929,949 
154,240,337 
18,744,000 
7,000,000 
104,523,900 
57,810,063 
10,866,947 

$8 668 429,220 


$7 641,524,475 
159,542,239 
629,300 


39,856,173 
59,664,188 
1,836,000 


765,376,845 





Total . 


$8 668,429,220 


Figures of Overseas Branches are as of December 23. 


United States Government Obligations and other assets carried at $593,081,935 are 
pledged to secure Public and Trust Deposits and for other purposes 


required or permitted by law 


Member Federal Deposit Insurance Corporation 





FIRST NATIONAL CITY TRUST COMPANY 
Head Office: 22 William Street, New York 


Affiliate of First National City Bank for separate 


administration of trust functions 
Capital Funds $24,660,916 





We shail be giad to send, upon request, a copy of our 1960 Report to the Shareholders 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


A NEW MOVE FORW ARD? 


I often hear it said these days that the current weak- 
ness in the U.S. economy is more serious than the “in- 
ventory recessions” we had in 1949, 1954 and again in 
1958. This magazine definitely disagrees. There is no 
deep reason for supposing that this country is in for a 
severe or drawn out recession. We think, in fact, the 
stage is being set for another move forward. 

Why is this so? Look at the chart on this page. It 
shows that 1960 did not produce so much a real re- 
cession as a leveling off. The chart does not show the 
kind of sharp dip in 1960 that we had in 1949, 1954 and 
1958. Gross National Product has practically maintained 
the all-time quarterly high of $505 billion it set in mid- 
1960. The decline in industrial production has been some- 
what more serious: down seven percentage points from a 
January 1960 high to an estimated 104 on the bellwether 
Federal Reserve Board Production Index. Corporate profits? 
They have dropped, according to government figures, in 
the second and third quarters to around $13.8 billion from 
$15.8 billion a year ago. Again the story is the same: 
painful but not disastrous. And the stock market, for all 
its palpitations in 1960, ended the year off barely 3%. 

The real trouble has come from inventory-trimming. 
In the last months of 1960, U.S. business was running 
down its inventories at a fast, $4-billion-a-year pace. 
It was selling more goods 
than it was producing to 
the tune of more than 
$300 million a month. 
Obviously _ this 
continue. Even if busi- 
ness does not stock up 
(many steel users, for 
example, have learned to 
make the steel companies 
carry their inventories 
for them), the cessation 


cannot 


Gross Nationa! Product 


of inventory-cutting will 
produce an upturn in 
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business which probably can not be very long delayed 

This is not to minimize the unfortunate lot of some 
five million unemployed—the highest figure since 1958 
Nor to ignore the stockholders of some of our leading 
corporations who have seen the value of their invest- 
ments shrink by 25% to 40% and more. But compas- 
sion has its place and so do statistics. Here we are 
talking in terms of statistics. The statistics show that the 
number of Americans with jobs is running close to the 
all-time high at some 67 million; the increase in unem- 
ployment is simply due to the fact that the economy 
hasn't been growing fast enough to produce needed 
new jobs. The same is true of the squeeze on profits: 
because the economy’s growth has slowed, many in- 
dustries have too little use for the added capacity they 
built in recent years. The result is price-trimming and 
burdensome overhead. 

But these slowdowns are probably unavoidable. What 
is important is the relative lightness of this one and the 
indications that we are getting ready for another round 
of economic expansion. Having taken its inventory 
adjustment with what must be admitted was a minimum 
of discomfort, the economy has again demonstrated its 
basic strength. Now it is gathering steam for what 
should be a substantial improvement. 

Why are we optimis- 
tic? Basically because we 
think the economy has 
taken about the worst it 
is likely to have to take 
in the immediate future 
—and taken it very well. 
Meanwhile, just down the 
road are coming several 
important new sources of 
effective economic stimu- 
lation. 


Production index 


Government 
is going, 


spending 


for better or 





worse, to take another jump. The defense cutbacks are 
over. The new Administration is very missile-minded. 
The flaring of brushfire wars as in Laos makes pre- 
paredness an increasingly dramatic necessity. But not 
only Federal spending is going up. Whether we like it 
or not, we are going to have to raise the taxes and sell 
the bonds to expand our school system to take on the 
constantly increasing number of students in the next five 
years. The same is true of hospitals, roads and the like. 
These are not pie-in-the-sky projections; they are in- 
escapable necessities, and they are going to stimulate our 
economy in the years immediately ahead. 

Capital spending, although likely to be slower to pick 
up than consumer spending, will eventually get a shot- 
in-the-arm. This should take effect sometime in 1962. 
By the end of that year, our statisticians project that 
the GNP will be as much as $50 billion higher than its 
current rate, enough of a gain to take up most of the 
slack in our present productive capacity. 

So, while the Soaring Sixties got off to a sputtering 
start, we do not think they will prove to be a fizzle. 

Does this mean a full-fledged boom? That depends 
on your definitions. To most businessmen it probably 
won't look like one. Especially is this true in such in- 
dustries as steel, aluminum and building materials where 
there is considerable excess capacity. These industries 
will have trouble passing on higher costs even with 
a 10% increase in over-all demand. But at least they 
will have less price-weakness and will have more vol- 
ume to absorb overhead. Wage costs will continue to 
rise, though more gently. Nor will companies with 
troubles from foreign competition see their troubles 
end. The only way to cut foreign competition in this 
day and age is through means which would hurt our 
own foreign trade. And I count on expanding foreign 
trade to help fuel the renewed economic growth. 

What we are expecting is simply this: the economy 
as a whole within a few years will once more be worry- 
ing about inflation and over-full employment, but most 
individual businesses will have to continue living with 
rough competitive pressures and the profit-squeeze. 

To sum up: the pessimists are probably right when 
they say U.S. industry is in a long-term buyers’ mar- 
ket. But they are wrong when they doubt that the econ- 
omy is going to resume its growth—and, Forses believes, 
at a lively pace. 


us 
~ 
TO ENCOURAGE BUSINESS EXPANSION 

There is one thing in particular we believe the new 
Administration can do to hasten the next round of eco- 
nomic expansion. It can carry out President-elect Ken- 
nedy’s pledge (which Vice President Nixon also made) 
Right 
now U.S. Treasury rules governing the depreciation of 
capital assets are among the most rigid in the world. This 


to do something about depreciation allowances. 


is a definite drawback for businessmen considering ex- 


pansion or pondering the purchase of new machinery. 
In Europe, where fiscal policy is a highly developed 


art, even Left-leaning governments are more liberal to 
businessmen in this matter than Washington now is. In 
Sweden, for example, businessmen can write off new 
machinery at a rate as high as 51% during the first two 
years if they choose. In Belgium, a full 3344% can be 
depreciated in the first year. But in the U.S., business- 
men are limited to either straight-line or sum-of-the- 
year-digits depreciation over the “useful life” of the prop- 
erty—which in the case of machinery can be 20 years 
or more. 

Having to wait 20 years to get their money back on a 
piece of machinery understandably makes many busi- 
nessmen think twice, makes it tougher for them to finance 
the purchase. 

It would be hard to exaggerate the importance of re- 
form in this technical matter. Reform would help stimu- 
late the lagging capital goods industry. It would help 
businessmen to cut costs. It would help keep U.S. business 
competitive in world markets against competitors whose 
governments do everything possible to encourage mod- 
ernization. It would be especially useful to small busi- 
nesses, which do not have much cash flow and lack 
unlimited credit facilities. 

Granted, depreciation rules might have to be tightened 
at the height of a boom to help check inflation. But per- 
manently to shackle U.S. businessmen with the most 
obsolete set of depreciation rules in the world just does 
not make sense. 


a 
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1960°s MARKET MORAL 


Now that the returns all are in, the 1960 stock market 
turns out to have been a good deal less than the full- 
fledged bear market it seemed earlier in the year. In- 
vestors lucky enough to own such stocks as Decca Rec- 
ords (up 118%), Brunswick Corp. (up 134%), Chock 
Full o’'Nuts (up 124%) or Crowell-Collier (up 93%) 
actually came out with very handsome profits indeed. 
On the other hand, it was pretty much of a bear market 
for owners of such well-known issues as Studebaker- 
Packard (down 68%), Goodrich (down 41%), or Beth- 
lehem Steel (down 27%), Chrysler (down 44%) or even 
du Pont (down 29%). 

With all these currents and cross currents, the bell- 
wether S&P 500 stock average lost about 3% of its value 
during the year. Considerably more individual Big Board 
stocks went down (653) than went up (403), as figures 
compiled by Analyst Harold Clayton of Hemphill, Noyes 
& Co. show. 
economy handed the market, this was a smaller propor- 


But, considering the disappointments the 


tion of losses than might have been expected. 

A confusing market? Of course. But the wise investor 
will not simply conclude that it was a freak and let it 
go at that. This is the kind of market we are going to 
see a good deal of in the future. Stocks as a whole are 
no longer undervalued. Making money in the stock 
market is increasingly going to be a matter of having 
good advice and good judgment. Buying on tips and 
rumors is going to be increasingly risky. 
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MANHATTAN 
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HEAD OFFICE: New York 15 


Statement of Condition, December 31, 1960 


ASSETS 
Cash and Due from Banks . 
U. S. Government Obligations 
State, Municipal and Other Securities 
Mortgages . 
Loans 


Less: Reserve for Loans 


Banking Premises and Investment in Realty Affiliates 
Customers’ Acceptance Liability . 
Other Assets . . . « « 


LIABILITIES 
Deposits . are 
Foreign Funds Borrowed 
Reserve for Taxes 
Acceptances Outstanding 
Other Liabilities . 
Reserve for Contingencies 
Capital Funds: 

Capital Stock 


hie - $167,879,250 
(13,430,340 Shares—$12.50 Par) 
Surplus 


Be 400,000,000 
Undivided Profits . 


121,060,921 


$2,079,690,930 
1,779,252,940 
427,961,299 
222,810,232 
4,449,052,456 
113,016,107 
72,701,561 
266,667,058 
75,318,803 





$9,260,439,172 








$8,143,349,599 
4,759,834 
52,387,128 
277,719,938 
82,389,484 
10,893,018 


688,940,171 





$9,260,439,172 








Of the above assets $566,923,691 are pledged to secure public deposits and for other 
purposes, and trust and certain other deposits are preferred as provided by law. 
Securities with a book value of $53,468,048 are loaned to customers against collateral. 


Member Federal Deposit Insurance Corporation 
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TEXTRON ACHIEVE 








The Enrico Fermi Atomic Power Plant is the 
world's first commercial breeder reactor... 
the first to produce more nuclear fuel than 
it consumes. It is now being completed by 
Detroit Edison and associated companies in 
the Power Reactor Development Company. 
For its initial charge, a new form of nuclear 
fuel was needed; 15,000 rods of uranium 
alloy covered by a thin layer of protective 
metal. Problems: What alloy could produce 
the intense heat required? What covering 
could stand up under it? How could the rods 
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be mass produced? A Textron company — 
Nuclear Metals, Inc., the world’s largest 
commercial metallurgical research and 
development firm—went after the answer. 
Nuclear Metals developed the zirconium- 
covered uranium alloy rods that are shown 
above and produced them with its unique 
co-extrusion process. This breakthrough in 
nuclear fuel technology is just one of the 
hundreds of solid achievements which keep 
coming from Textron—a group of growing 
companieswith products thatlead theirfields. 


e NEW FORM OF NUCLEAR FUEL FOR 
e FIRST BREEDER POWER PLANT 


extron 


Automotive 18% of total 
sales, Consumer 22%, De- 
fense 22%, Industrial 21%, 
Textiles 17%. Textron Inc., 
Providence, Rhode Island. 
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THE SECOND CAREER 
OF GROVER HERMANN 


As a paint company prewar, American-Mari- 


eltta was a 


comfortable 


success. But its 


founder began to get very ambitious ideas 
and to produce some prodigious consequences. 


Back 1n 1946, Chicago Businessman 
Grover Martin Hermann had reached 
an age and situation where he might 
well have begun to look toward a 
comfortable retirement. Hermann, 
then 56, had behind him a successful 
career as founder-president and prin- 
cipal stockholder of a flourishing pro- 
ducer of paints and industrial finishes 
called American-Marietta Co.* Then 
doing $19.4 million in sales, it had 
made him a modestly wealthy man 
well able to afford the luxury of am- 
ple ease. 

But Hermann, a spare, restless, in- 

American-Marietta Co. Traded over-the- 
counter ecent price: 333 Price range 
(1960): high, 3814; low, 2712 bividend (fiscal 
1960): $1. Indicated fiscal 1961 payout: $1 

(prelim., 


Earnings per share fiscal 1960) 
$1.80. Total assets: $350 million 


CHAIRMAN HERMANN: 
a vision of expansion 
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tellectually vigorous man, was not 
ready to retire. The nation, he judged, 
was on the eve of its greatest period 
of industrial expansion, and the idea 
excited his imagination. 

Greener Pastures. To be sure, his 
business was solid and secure, while 
the risk of new ventures was great. 
But Hermann had begun to find the 
paint business a bit lacking in both 
challenge and rewards. “There were,” 
he recalls, “some 1,400 paint manufac- 
turers in the U.S., and I knew that 
there were other fields where we 
could earn a better return on an in- 
vested dollar.” 

Hermann was soon launched on a 
second career, looking for greener 
pastures for American-Marietta. What 
it led to is one of the least-sung but 
most remarkable success stories in 
postwar American industry. From a 
modest paint producer, Hermann has 
transformed American-Marietta into 
a $350-million (total assets) industrial 
giant which straddles the nation’s 
sprawling building materials industry 
from end to end. 

In its sécond career, American- 
Marietta has become the U.S.’ seventh 
largest producer of cement (the basis 
of concrete), its biggest producer of 
chemical grade lime and concrete 
products, and a potent factor in such 
diverse items as adhesives and resins, 
dyestuffs and cleaning products, as 
well as a major supplier of paint. 

Think Big! Having been stung hard 
by ambition, Hermann lost no time 
making it good. Thanks to a series of 
strategic mergers and acquisitions, by 
1950 American-Marietta’s sales had 
more than doubled to $44.1 million. 
And from that point on, as its cash 


flow swelled, there was no stopping 
American-Marietta. By fiscal 1960 
(ended Nov. 30), it ringing 
up sales of close to $365 million—a 
728% increase in the decade. Earn- 
ings, up 706%, ran to some $25 mil- 
lion, backed up by a cash flow of 
almost $42 million—over 11 times what 
it was in 1950. 

This burgeoning growth has brought 
Hermann’s company a very consider- 
able following among investors, al- 
though its stock is not showcased on 
any exchange. Today nearly 50,000 
people own American-Marietta equi- 
ties, and it easily ranks as the nation’s 
most actively traded over-the-coun- 
ter stock (recent daily 
11,248 shares). 

One reason for its ardent following 
steadily rising dividends. Last year, 
in fact, was the first in a decade in 
which American-Marietta did not 
increase its payout. 

Fast Action. Early in the game, 
Grover Hermann threw away the book 
in handling his company. And eve: 
since he has been deliberately flouting 
some of the most cherished precepts 
of management organization. Com- 
ments President Robert Pflaumer, the 


was 


turnover: 


PRESIDENT PFLAUMER: 


built an industrial giant 


1] 












ye OFS) os I BODY," 


COMPANY” 





“Over the past five years,” observes 
American-Marietta’s Chairman 
Grover Hermann, “we have become 
a cash flow company.” Thus, in con- 
trast to the somewhat unsteady prog- 
ress of A-M’s reported earnings, cash 
flow per share has more than dou- 
bled since 1954, increasing even in 
1960, when profits fell. 
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Total Cash Flow per Share 
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former Rhodes Scholar and research 
chemist whom Hermann handpicked 
as his alter ego: “I’m afraid that a 
Harvard Business School graduate 
would find us a pretty loosely run 
outfit.” 

But as Pflaumer points out, Ameri- 
can-Marietta’s unorthodox manage- 
ment setup hews close to the spirit, 
if not the letter, of the academic law. 
“The essence of good business man- 
agement,” he says, “is to make cor- 
rect decisions, and to make them 
quickly.” Fast action is what both 
he and Hermann want—and get. 

To speed decisions, American-Mari- 
etta has virtually eliminated manage- 
ment committees. Instead, company 
brass get together for frequent infor- 
mal meetings at lunch in Chicago’s 
modernistic Arts Club, which occupies 
a floor in the company’s unpretentious 
eight-story headquarters building. 
Communication is direct: both Her- 
mann and Pflaumer spend a great deal 
of time on the phone with division 
managers, prefer handwritten notes of 
discussions to elaborate memoranda. 
Both keep their doors open to execu- 
tives, who wander freely in and walk 
out with decisions made on the spot. 

Local Decision. One fundamental 
rule around American-Marietta’s 
headquarters is that day-to-day op- 
erating decisions be made by the 11 
division heads. Explains Hermann: 
“We manage by exception. As long as 
a division is meeting its objectives— 
which are set by the division head 
himself on the basis of his customers’ 
anticipated needs—we leave it alone. 


12 


If it starts to fall short, we look for 
ways in which headquarters can help.” 
To be sure, on occasion more than 
mere “help” is required. Says Pflaum- 
er: “Business is no democracy, and 
we don’t pretend that it is. We pay 
our division heads well and expect 
them to run a taut shop. If they can’t, 
we find men who can.” 

Decentralization even extends to 
American-Marietta’s research, in or- 
der to keep it close to customers’ 
needs. “When I hired Bob Pflaumer 
in 1948,” recalls Hermann, “I had in 
mind establishing a central research 
group. Bob examined our existing 
facilities, then recommended against 
it.” Explains Pflaumer: “I felt it 
would take us away from our cus- 
tomer contacts, which are our great 
strength.” 

But Hermann keeps close tabs on 
the performance of his divisions 
through prompt weekly reports, sets 
each of them a high standard of re- 
turn on newly invested capital. No 
piker, American-Marietta has spent 
upwards of $100 million on capital 
improvements since 1954. But Her- 
mann insists that each dollar gener- 
ates at least a 20° pretax return. 
“And,” says he, “even a 25% return 
doesn’t necessarily attract us. There 
are many situations in which we want 
to get our money back—pretax, of 
course—in three years.” 

So far, Hermann has been remark- 
ably successful in achieving his 20% 
minimum demand. One reason has 
been his ability to buck the “cost- 
price” squeeze, evidenced by Ameri- 
can-Marietta’s very steady after-tax 
profit margin. “Our goal,” says 
Pflaumer, “is 8°: after taxes. Over 
the past five years or so, our actual 
margin has varied between 6.7% and 
7.8°.. It stays up there, despite much 
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higher depreciation charges, because 
we won't either compete in or supply 
a field which offers lower profits.” 

Profit Plateau. Yet despite its fast- 
rising operating profits, American- 
Marietta’s per share earnings have 
not shown notable progress of late. 
From 82c in 1954, they rose to $1.54 in 
1955 but have since increased only 
26c (to last year’s $1.80 or so). 

The causes have been twofold: di- 
lution caused by the issuance of new 
shares in A-M’s frequent acquisitions, 
and a sharp jump in A-M’s “DD&A” 
(depreciation, depletion and amor- 
tization) account since 1954, when it 
first entered the high investment areas 
of cement, limestone and aggregates. 

A-M brass is notably unperturbed 
by the fact that reported earnings 
have not shown headier gains. “Sure, 
our share earnings have been on a 
plateau since 1955,” Pflaumer admits 
readily. “But our cash flow per share 
is up almost 50%, and our total cash 
flow has nearly tripled.” In 1960 alone. 
notes Pflaumer, A-M’s DD&A account 
jumped almost $5 million—the equiv- 
alent of some 20c a share after taxes. 

Dilution is another item which 
American-Marietta’s bosses consider 
as a painful but necessary fact of life 
in an acquisition-minded company. 
“Of course we prefer to buy for cash 
whenever we can,” says Pflaumer. 
“But most selling stockholders want 
stock in order to effect a tax-free 
exchange. We try to make that ex- 
change on the most favorable basis 
possible, so as not to dilute our earn- 
ings even temporarily. But you don’t 
always get back right away what you 
put in.” 

A good example was American- 
Marietta’s early 1960 merger with 
Dewey Portland Cement, whose 1959 
earnings (a lusty $3.3 million on $16.3- 





{DHESIVES IN LAMINATED CONSTRUCTION BEAMS: 
“our chemical orientation is substantial” 
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net per share dropped only moder- 





million sales) worked out to $2.23 on 
each of the 1,471,700 shares of A-M 
issued to buy it. That was 20c a share 
more than A-M itself had earned in 
1959. Yet, in 1960 Dewey’s earnings, 
like those of most cementmakers, fell 
sharply, and the new shares did not 
fully pay their way. 

Buy & Build. Grover Hermann, of 
course, is confident that Dewey ulti- 
mately will more than repay its costs. 
But he is somewhat sensitive about 
the company’s reputation as merely a 
buyer of other firms. “Nearly half 
our growth has been internal,” he 
claims firmly. “We won’t even con- 
sider acquiring a company unless it 
has suitable plans to expand or unless 
we can develop some immediately. 
And expansion, of course, implies 
growth—which is the only kind of 
company that interests us.” 

By way of illustration, Hermann 
cites the case of American-Marietta’s 
first venture into cement, its purchase 
of Standard Lime & Cement Co. in 
1954. Long-drawn expansion plans, 
which had been gathering dust in 
Standard’s files, were exhumed and 
put into operation the day the deal 
was closed. Standard’s original 1.8 
million barrels of capacity have now 
grown to 4 million. 

What American-Marietta men like 
to regard as the classic pattern of 
their postwar operations is shown in 
their adhesives and resins division. 
Along with a small Seattle paint com- 
pany, bought in 1946, Hermann also 
got a small adhesive maker then do- 
ing about $750,000 in sales. The paint 
company was later resold, but Ad- 
hesive Products remains as the nu- 
cleus of a six-plant group (three built, 
one building, one more bought) which 
last year had sales of $15 million, a 
20-fold increase. 


WEST VIRGINIA LIMESTONE MINE: 


Orientation: Chemicals. That began 
what Hermann likes to call “our 
substantial orientation toward chemi- 
cals.” Today roughly half of Ameri- 
can-Marietta’s total business is chemi- 
cally oriented, ranging from paints 
and finishes to printing inks, sealants, 
chemical coatings and dyestuffs. 

Even Hermann’s one major foot- 
hold in consumer products, his 
O-Cedar division, which makes house- 
hold mops, sponges, waxes and pol- 
ishes, has a chemical base. That was 
not, however, the reason that Her- 
mann bought O-Cedar in 1952. 
Mostly it was because O-Cedar was 
not a seasonal business and had a 
strong growth trend. Says Hermann: 
“While we'd never pass an opportunity 
to expand in the heavy construction 
field, we would like to acquire busi- 
nesses like O-Cedar, which have a 
steadier year-around demand curve.” 

Another element of stability in 
A-M’s business is its printing ink 
division, Sinclair & Valentine, which 
it acquired in 1957. Its growth is 
closely tied to that of the printing 
and packaging trades, both of which 
have been expanding at a tremendous 
rate. “Printing ink,” says Hermann, 
“shows the sort of nice, steady growth 
which you want to balance off your 
more seasonal lines.” 

From time to time, A-M’s known 
interest in chemicals brings it the 
chance to integrate backward into 
basic chemicals, like formaldehyde or 
phenol, which it uses in bulk. “We're 
not interested,” says former chemist 
Bob Pflaumer flatly. “Vertical inte- 
gration in chemicals offers too low a 
return on your investment. What's 
more, we'd have to find markets for 
any excess capacity we couldn't use 
through sales to our competitors. 
Integration forward into finished prod- 


from a new stake in natural resources, a swelling cash flow 
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Residential Construction—Adjusted for 1947-49 Prices 


PUBLIC-SPIRITED 


Home-building, while remaining at 
high level, has been extremely erratic. 
Public construction, on the other hand, 
(ie. highways, schools, churches) has 
risen almost continuously. Capitaliz- 
ing on this trend, A-M has concen- 
trated on products which go to the 
public segment of the building mate- 
rials market. 





Billions of Dollars Billions of Dollars 
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ucts then would bring us into com- 
petition with our customers, some- 
thing we try very hard not to do.” 

Reverse Twist. Hermann and Pflaum- 
er, however, are nothing if not 
pragmatists. So once they decided to 
go full speed into concrete products 
they did not hesitate to invade such 
allied fields as cement and, more re- 
cently, aggregates (crushed stone, 
sand and gravel), which are both 
important elements in making con- 
crete and a base for highway 
commercial construction. 

Yet even in entering the heavy con- 
struction field (which now accounts 
for fully 50% of American-Marietta’s 
profits), Hermann did so through the 
back door, via chemicals. He first 
acquired the Master Builders Co. of 
Cleveland, makers of a chemical addi- 
tive, Pozzolith, which is almost 
versally used to increase concrete’s 
strength and durability by 
its water content. 

Once he had Master Builders, Her- 
mann used its sales force to research 
the potential market 
Meanwhile, he was making a 
year study which indicated that 
tween 1955 and 1970, U.S. water 
sewage facilities (principal building 
material: concrete pipe) would have 
to double. As a result of this study, 
Hermann set out to make American- 
Marietta a major factor 
products. 

Five years later he had established 
a nationwide network of 
plants, making American-Marietta the 
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STONE-CRUSHING MACHINERY: 


the investment is high, but so are the profits 


U.S. biggest supplier of concrete 
pipe. Meanwhile, the market was ex- 
panding to include such fast-growing 
new uses as pre-stressed bridge and 
highway sections up to 120 feet long, 
and the outer sheaths of commercial 
and industrial buildings. 

“This,” Hermann likes to philoso- 
phize, “is the age of concrete.” Of all 
major building materials, he points 
out, cement has advanced least in 
price since World War II. Thus if 
Hermann’s projections prove out, by 
1975 U.S. spending on new construc- 
tion, maintenance and repair will 
more than double to $137 billion a 
year. Highway building alone, he 
thinks, will be an $11.3-billion in- 
custry, requiring twice the present 
annual output of the entire U.S. ce- 
ment industry. 

Big New Stake. Underlying all of 
that roadbuilding, Hermann knows, 
will be a base some 18 inches deep 
of aggregates—one reason why Her- 
mann has recently steered American- 
Marietta heavily into that field. “Each 
million dollars of highway construc- 
tion,” he notes, “will require 108,000 
tons of aggregates, or about five times 
as much by weight as the required 
amount of cement.” 

Aggregates, like cement, are a high 
capital industry. Big suppliers need 
huge reserves of special rock with 
the required qualities of moisture, 
soundness and chemical composition 
to mix well in concrete or lie well 
underneath it. They must also invest 
large sums in special crushing and 
moving equipment, including huge 
portable stone crushing plants which 
carry the operations to the job. “Es- 
sentially,” explains Pflaumer, “it’s a 
materials-handling problem.” 

As with cement, the aggregates sup- 
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plier must above all be on the spot: 
long freight hauls are uneconomic. 

But if the price of entry into aggre- 
gates is high, so are the rewards. 
“The profit margins,” Pflaumer claims, 
“are as good as in cement.” Ameri- 
can-Marietta’s current production of 
aggregates: some 25 million tons a 
year at 80 different sites, making it 
one of the U.S.’ largest suppliers. 
Typically, Hermann is looking for 
more sites to broaden A-M’s geo- 
graphic base. 

Recession-Proof? Despite his admis- 
sion that, as in aggregates, too great 
a proportion of his sales is seasonal 
in nature, Hermann believes that he 
has built “a virtually recession-proof 
company.” 

He backs up this claim by pointing 
out that heavy construction has held 
up well during recent business re- 
cessions and is expected to rise again 
in 1961 (see chart, p. 13). One obvi- 
ous reason for this contra-cyclicality: 
as interest rates ease during a reces- 
sion, municipalities rush to the bond 
market, then start letting construc- 
tion contracts. 

Yet Hermann has deliberately kept 
away from the volatile residential 
housing market. “We have an in- 
direct stake in housing through ce- 
ment and some other building mate- 
rials, of course,” he says, “but that’s 
all we really want.” Reason for Her- 
mann’s coolness toward the residen- 
tial market: what he calls “the sur- 
plus of homes” which has recently 
begun to appear across the nation— 
a surplus which, he thinks, it will take 
several years to fill up. 

Certainly the earnings figures tend 
to support Hermann’s thesis that 
American-Marietta is relatively re- 
cession-proof. In 1958, for example, 





net per share dropped only moder- 
ately from $1.77 to $1.62; A-M’s oper- 
ating profit margin, before deprecia- 
tion and taxes, actually improved. 
Similarly, last year’s net was off a 
modest 20c or so a share despite the 
big jump in depreciation. 

On the Shelf. At 70, Grover Her- 
mann is anything but “on the shelf.” 
He still works an eight-hour-plus 
day, travels widely both to call on 
his divisions and to investigate pos- 
sible acquisitions. But if Hermann is 
not on the shelf, American-Marietta 
itself perpetually is—at the SEC, with 
a bundle of fully registered shares. 
“We're the only industrial company 
I know of,” notes Hermann smilingly, 
“which is continually in registration.” 

Being able to offer sellers regis- 
tered shares without the delay of a 
registration gives Hermann a big 
advantage. “The flexibility this ar- 
rangement gives us,” he explains, 
“makes for the smooth completion of 
an acquisition with a minimum of 
red tape. Often principal selling 
stockholders want to avoid undue 
publicity about what they receive.” 

Were A-M listed, of course, it 
would have to register new shares 
before every proposed acquisition. 
Nonetheless, A-M brass admit that 
an exchange listing is probably no 
more than a matter of time. “It will 
come,” predicts Pflaumer, “when and 
if we find a big, listed company which 
we can get on highly attractive terms 
—but with listing as a condition of 
the deal.” 

Future acquisitions, however, may 
lean more heavily on new debt. 
Last year A-M boosted its work- 
ing capital and retired its short-term 
bank loans by selling $25 million of 
long-term paper. That left its debt 
at a modest $69 million, less than one 
third stockholders’ equity of $232 mil- 
lion. Hermann is frankly eager to use 
debt whenever he can from here on. 
Says he: “We are fully aware of the 
advantages of leverage.” 

The Road Ahead. Grover Hermann 
is still anything but ready to settle 
back into ease. He has already raised 
the sales target for his existing divi- 
sions to $395 million for 1961, so that 
any acquisitions could push A-M past 
the $400-million mark. Hermann’s 
customary confidence is buoyed by a 
corporate order backlog which was up 
$7 million from the 1959 level (to $45 
million) on Nov. 30. His high-mar- 
gined, heavy construction products 
were running even further ahead in 
orders. With one eye on the vast 
markets he envisions for 1975, he 
plans to spend an added $30 million 
on capital outlays this year. “Our 
goal,” says he simply, “is to keep on 
growing.” 
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CLOSED-END TRUSTS 





THOSE STUBBORN 
DISCOUNTS 


Closed-end investment com- 
panies by and large earned 
heir keep in 1960’s confus- 
ing stock markets. Some of 
them, nevertheless, continue 
to sell at interesting discounts. 


LooKING at security prices from a 
purely logical point of view, one of 
the most difficult things to explain is 
the discount at which closed-end in- 
vestment company shares almost al- 
ways sell. Investors willingly pay a 
premium of 8%, or more for mutual 
fund shares. Yet they can get the 
same dollars’ worth of assets and the 
same management services* as much 
as 25% cheaper by buying shares of 
closed-end investment companies. 
Year after year, this discrepancy 
persists. For example, last year, not 
one of the mutual funds’ best years, 


*In many cases, exactly the same manage- 
ment as well. Tri-Continental, for example, 
has the same management as the Broad 
Street group of funds. Lehman Brothers 
stands in the same relationship to the One 
William Street mutual fund as it does to the 
closed-end Lehman Corp 


investors bought a cool $2.1 billion 
worth of fund shares. That was 
greater than the total worth of all the 
closed-end investment companies. 

Minor Differences. Why should this 
be so? After all, there is not a great 
deal of difference between the two 
forms of investment. Each represents 
a fractional interest in a collection of 
securities. Each offers to investors 
professional management of the en- 
tire investment. 

But the buying and selling arrange- 
ments are different. Whereas a mu- 
tual fund constantly sells new shares 
and redeems old ones, the closed-end 
company has just so many shares out- 
standing. When an investor wants to 
buy them he must do so either on 
the Big Board or over-the-counter. 
He pays only a regular brokerage 
commission. He sells the same way. 
But in the case of a mutual fund, the 
fund itself does the buying and selling 
of the shares. 

The only major advantage the mu- 
tual fund offers is the redemption 
privilege. Subject to certain limita- 
tions, the mutual fund stands ready 
to buy back its shares at any time at 
their net asset value (i.e., their pro 
rata share of the company’s assets). 
The difference is this: while the 
stockholder of a closed-end company 


can always sell his shares on the 
market, there is no guarantee that he 
can sell at, or even close to, net asset 
value. Most often he will get less 
than asset value (see table). Hence 
the “discount.” 

A Fairly Good Year. For most hold- 
ers of closed-end company shares, 
1960 was a fairly good year. Only 
Eurofund, a specialist in European 
securities, did exceptionally well (up 
17.3% in asset value). But in spite of 
a generally declining stock market, 
seven out of 18 leading closed-end 
companies actually increased the 
value of their holdings over the course 
of the year. Only five did noticeably 
worse than the leading stock market 
averages and none suffered even 
moderately severe losses. This in a 
year when such leading stocks as 
Standard Oil (New Jersey), Interna- 
tional Paper, Bethlehem Steel or 
General Motors dropped from 17% 
to 31% during the 12-month period 

Discounts Remain. This relatively 
good performance, however, did little 
for most of the discounts. Madison 
Fund's discount did narrow from 14° 
to just 2%, and the stock rose from 
18%4 to 21, even though asset value 
increased by only 4%. But such lead- 
ing closed-end companies as Adams 
Express, Consolidated Investment 





Total Net 
Assets 
12/30/60 
(mittions)* 
S&P 500 


Abocus Fund 
Adoms Express Co. 


$38.6 
93.1 
39.8 


17.2 
67.2 
39.5 


24.4 
54.5 
51.3 


64.8 
296.2 
144.7++ 


32.0 
61.3 
33.5 


412.0 
106.1 
104.5 


Dominick Fund 


Eurofund 


Lehman Corp. 
Madison Fund 


Niagora Share Corp. 
Petroleum Corp. 
Tri-Continental Corp. 
United Corp. 


*Unaudited. 


EXPLANATION OF TERMS 
Discount or PREMIUM: 


excluding capital gains distributions 





American International Corp. 


Carriers & General Corp. 
Consolidated Investment Trust 


General American Investors Co. 
General Public Service Corp. 


International Holdings Corp. 


National Aviation Corp.*** 


U.S. & Foreign Securities 


tFor 12 months endin, 
***No adjustments made for rights distribution. 


difference between the underlying asset value and 
AsseET VALUE: company’s net assets divided by the number of shares. MANAGEMENT PERFORMANCE: percentage increase in net 
asset value, including any capital gains distributions made during year. DivipeNps FROM ORDINARY INCOME: dividend income 
CapitaL Gatns DistrisuTions: pro rata payout of profits made from sale of securities 


CLOSED-END INVESTMENT COMPANY RESULTS—1960 


Net Asset 
Discount or Premium Value 
1960 Sst—(ts«éi 8S 


12/30/60* 


Management 
Performance 
1960 


1960 Dividends 
from 


Price 
12/30/60 Ordinary income 





=" 5 
—14 4 
—14 - 


—I2 —I3 
—2\ —18 
—I7 —I7 


—20 = 
—19 —3 
—13 -17 
28 29 
+1 anal 
ng -14 
42 -10 
AZ 8 
- a" 

16 13 
—4 onl 
—22 18 


45.12 
27.96 
16.24 


30.67 
22.05 
23.13 


22.12 
27.70 
6.49 
41.72 
27.06 
21.31¢7 


29.28 
22.70 
16.32 


7.54 
31.58 


9/30/60. **Iincludes stock dividend 


the 


44.89t++ 


++12/29/60 
tttAssuming exercise of warrants. 


58.11 —3.0% 
44\/4 +8.6** 
24 3.2 
14 -4.0 


27 +1.0 
17"/y Ry 
19"/, +29 


17'/2 +-17.3** 
22% —£2 
SY, +9.4 


30s —3.8 1.22 
27% +0.6 0.54 
21 0.63 


29% -2.8 0.25 
19% —O4 0.39 
16/4 —0.2 0.57 


37% —04 1.47 
Ma —0.6 0.15 
24% —8.2 0.78 


$1.95t 


none 
0.79 
0.46 


0.80 
0.65 
0.48 


0.29 
0.46 
0.16 


market price of the shares. Net 








ForBES, JANUARY 15, 1961 





Trust and U.S. & Foreign Securities 
actually sold at more of a discount 
when the year was over than when 
it began. Thus stockholders of all 
three saw the market value of their 
shares drop further than their asset 
value. 

Which, of course, is one of the 
minor hazards of holding closed-end 
investment company shares. But it is 
also one of the advantages; what goes 
down can also go up and discounts 
have been known to get smaller, as 
was the case for Madison Fund last 
year. When that happens, the shares 
naturally rise faster than the value 





“Latest available 12 months. 
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TURNPIKE BONDS 


tCalendar year, 1960 through October 
ttPartial payment; in event full payment can be restored, return rises to 7.17° 





of their underlying assets does. 

Advantages vs. Risks. The moral is 
simple: anyone who buys investment 
company shares simply because he 
thinks they are going to eliminate the 
discount may well be disappointed. 
Discounts have been around for some 
30 years and are likely to stay. But 
the investor who wants to get extra 
assets, earning dividends and profits, 
for the same investment of capital 
(and who doesn’t mind a minor ele- 
ment of risk), closed-end company 
shares offered some interesting ad- 
vantages for stockholders as 1961 got 
underway. 


**Ten months through October 


' 
' 
: 
—~ Price Interest Times Covered” Current ¢ 
1/7/60 12/30/60 1959 1960. Yield ' 
AMPLE INTEREST COVERAGE : 
Pennsylvania Turnpike (1948) 100% 102% 6.50; 7.00 3.17% | 
3%s, 1988 i 
Maryland Bridge & Tunnel 86 96 2.58 2.97 3.13 } 
3s, 1994 ' 
New Jersey Turnpike 91 97 2.21 2.36 3.48 | 
3%s, 1988 ! 
FAIRLY GOOD COVERAGE : 
Florida Turnpike 8342 96 1.79 1.97 338° 
3%as, 1995 : 
Ohio Turnpike 8412 9312 1.69 1.87 3.48 
3¥%s, 1992 ' 
Mississippi River Bridge 90 98 1.27 1.69 3.67 | 
3.60s, 1994 s 
Virginia Turnpike Revenue 83 92% 1.57 1.66 3.25 | 
3s, 1994 ' 
Jacksonville Expressway 101 103 1.35 1.60 413 | 
4%s, 1992 ' 
Kentucky Turnpike 91 95 1.36 1.54 358 | 
3.40s, 1994 ' 
New Jersey Highway 101% 1061/2 1.33 1.53 4.11; 
4%s, 1988 ' 
New York Thruway 81 901s 1.30 1.39 3.43 | 
3.10s, 1994 - 
Massachusetts Turnpike 81 87 1.15 1.29 3.79 | 
3.30s, 1994 ' 
Texas Turnpike 72% 82% 1.16 1.28 3.48 | 
2%s, 1995 i 
Maine Turnpike 8] 8912 1.12 1.17 447 } 
4s, 1989 : 
Indiana Toll Road 84 8812 1.07 1.12 3.95 | 
342s, 1994 i 
i 
SKIMPY COVERAGE - 
Mackinac Bridge 8542 8712 1.11 1.02 457 ! 
4s, 1994 - 
California Toll Bridge 85 96 0.95 1.02 404 ! 
3%s, 1992 : 
LESS THAN FULL COVERAGE ' 
Illinois State Toll 71% 87% 062°* 090° 427 : 
3%, 1995 ' 
Richmond-Petersburg Turnpike 75% 83 0.80 0.88 4.16: 
3.45s, 1995 ' 
Kansas Turnpike 72 752 0.82 0.83 4.47 ' 
3%s, 1994 ; 
West Virginia Turnpike 54 572 0.52 0.64 3.58; 4 
4¥es, 1989 - 
Pennsylvania Turnpike (1952) 80 86% 0.48 0.49 3.57 3 
3.10s, 1993 
Chicago Calumet Skyway 45 56 0.37 0.42 6.03 ° 
3%s, 1995 
' 
| 
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BONDS 


PAY AS YOU RIDE 


Financially, the turnpikes im- 
proved their situation in 
1960. But because of a few 
bad experiences with them, 
most moneymen are still 
skeptical. 


For owners of turnpike bonds, 1960 
was a satisfying year. Every single 
obligation on the accompanying table 
improved in price, some by substan- 
tial percentages. And every issue, 
save only Michigan’s Mackinac 
Bridge, increased its interest coverage 
(net operating revenues divided by 
interest charges). Thus bondholders 
could breathe easier about future con- 
vertibility of their coupons into cash. 

Their yields, along with those of 
municipal bonds and other fixed-in- 
terest securities, had followed the 
trend of the money market. Florida 
Turnpike 34s, for example, yielded 
3.89% at the beginning of 1960, but 
only 3.39°, at year’s end. 

But though prices had improved, 
that had not been enough to rehabili- 
tate the high-yielding tax exempts in 
the opinion of U.S. moneymen. Still 
fresh in their memories are a few 
dreadful examples. The West Virginia 
Turnpike is still covering less than 
two thirds of its interest charges from 
revenues and is some 18 months be- 
hind on its interest payments. Chi- 
cago’s Calumet Skyway is still paying 
interest—but out of reserve funds 
that are nearly exhausted. In a num- 
ber of the issues listed at the bottom 
of the accompanying table, the race 
is between revenues and reserves: if 
revenues fail to rise fast enough, then 
bondholders will go begging. 

But a mere glance at interest cov- 
erage is also not a sufficient guide to 
reliability. Pennsylvania Turnpike 
3.10s, for example, yield only 3.57° 
despite a meager 0.49 coverage in 1960 
—because retirement of certain older 
obligations within the next five to 
seven years will free considerable 
revenues for service of the issue in 
question. 

For all their recent appreciation, the 
uneven performance of turnpike reve- 
nue bonds underlines the prediction 
of one Wall Street house that “pure” 
revenue bonds are falling into dis- 
favor and that future issues will re- 
quire at least partial guarantees by 
state or local governments. As this 
happens, turnpike bonds will gradu- 
ally become less and less distinguish- 
able from other municipal securities 
in general—of which they are funda- 
mentally a special case. 


ForBes, JANUARY 15, 1961 






CAPITAL GOODS 


CAN FLUOR 
FLOURISH? 


It is a long time between 

paydays for Fluor Corp., 

California’s plant construc- 
tion specialist. 





JoHN Simon F vor, 58, is a confirmed 
optimist who rarely admits to dis- 
couragement. As president of Cali- 
fornia’s $100-million-plus (annual 
sales) Fluor Corp.,* which specializes 
in building complete oil refineries and 
chemical plants, he has to be. For 
Fluor’s fortunes have recently under- 
gone some giddy fluctuations. 

Bumpy Road. Through it all, John 
Fluor has never betrayed dismay. But 
Fluor Corp.'s 4.883 stockholders have 
never quite known where they stood. 
From $80.7 million in 1952, Fluor’s 
sale rose to $105.7 million in 1953, 
dropped a bit, then rose to $152.4 
million in 1957, only to hit the skids 
again in the years that followed, fall- 
ing to $109.9 million in 1959. Earn- 
ings, after hitting $3.43 a share in 
prosperous 1953, have pursued the 
same bumpy course: off to $1.02 in 
1956, up to $3.46 in 1957 and down 
into the red in 1959. 

It was enough to make even the 
staunchest optimist turn in his Smilin’ 
Jack badge. 

Fluor’s Fluor, however, still had his 
symbol of optimism firmly pinned on 
last month. In fact, he even offered a 
glimmer of hope that dividend pay- 
ments, halted in October 1959, might 


*Fluor Corp., Ltd. Traded NYSE. Recent 
peice; 1634. Price range (1960-61): high, 1719; 
ow, 113g. Dividend (fiscal 1960): none. Indi- 
cated fiscal 1961 payout: —. Earnings per 
share (fiscal 1960): 99c. Total assets: $33.4 
million. Ticker symbol: FLR 


soon be resumed. To be sure, he made 
it all turn on a big if: recovery in 
Fluor Corp.’s: earnings to their 1958 
level, or $2.41 per share. Said Fluor: 
“But it all depends on our order back- 
log and ample working capital.” 

Work in Progress. As far as orders 
go, there is some solid reason for 
hope of an upturn. Fluor’s backlog 
now stands at $98 million, against 
only $56 million a year ago. Among 
orders already in the bag: a $30- 
million petrochemical plant for 
Standard Vacuum in Australia, a $20- 
million polyethylene plant for Rexall 
Drug in Texas, contracts worth some 
$15 million or $20 million for two 
Atlas missile sites. 

Even these, however, are the equiva- 
lent of less than a year’s work for 
Fluor. And in Fluor’s business it is 
the extras that count. Last year, for 
example, the big California builder 
earned only 3c a share in the first 
three quarters, yet earned 96c a share 
from several jobs in the final three 
months. As John Fluor himself can- 
didly admits: “It was all because of 
favorable profit margins on a variety 
of foreign jobs.” 

Water Works? John Fluor’s opti- 
mism fairly shimmers when the con- 
versation turns to a bit of pioneering 
work his company is doing: the re- 
covery of fresh water from seawater. 
Right now he is engaged in designing 
and engineering a desalination plant 
for the Department of the Interior at 
Point Loma, Calif. This, however, is 
merely a demonstration plant. Yet 
John Fluor says he expects “an in- 
creasing volume of business from this 
source during the next ten years.” 

California, to be sure, needs water 
badly—and that could well 
business for an outfit like Fluor. But 
can Fluor’s shareholders wait that 
long for their own drought to end? 


mean 


FLUOR-BUILT POLYETHYLENE PLANT IN LOUISIANA: 
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wanted: more orders like this 


UNIVERSAL CONTAINER’S MASLOP : 
he sells the same product twice 


CONT AINERS 


BARRELS 
OF PROFIT 


From the world’s second 
oldest profession, Universal 
Container Corp. wants 





strictly 20th century profits. 


THESE DAYS nearly 
quickly identify the world’s oldest 
profession. Down in the bluegrass 
country around Louisville, Ky., how- 
ever, President Lewis Maslow of the 
Universal Container Corp.* runs a 
little company which makes its living 
from the world’s second oldest profes- 
sion. His business: making barrels, 
both the old-fashioned wooden ones, 
which go back to the dawn of time, 
and modern steel ones. 

The New Twist. “Barrels,” says 
Maslow, with delight, “are mentioned 
in the Bible. They’re an old, old 
thing.” Thanks to government liquo! 
laws, however, there is a modern-day 
twist to the second oldest profession 
The law says that the big bourbon 
distilleries nearby Universal's Louis- 
ville headquarters cannot call thei: 
whiskey aged unless it is kept in new 
charred white oak barrels. What's 
more, once used a whiskey barrel 
cannot be reused. 

For Universal, the world’s largest 
barrelmaker, these restrictions have 
not merely meant a steady business 
in new barrels but a profitable trade 
in used ones. These are bought from 
the distillers, reconditioned and resold 
to foreign distillers as well as to 


everybody can 


*Universal Container Corp. Traded Ameri- 
can Stock Exchange. Recent price: 7's. Price 
range (1960-61): high, 114g; low, 6. Dividend 
(fiscal 1960) : 30c. Indicated fiscal 1961 payout 
30c. Earnings per share (fiscal 1960) : $1. Tota! 
assets: $3.1 million. Ticker symbol: UCR 
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American producers of foods, oils and 
similar items. 

Barreling Along. For all the oddity 
of its calling, Universal’s profession 
has brought it a sales and profits 
record which is anything but in the 
bottom-of-the-barrel class. Since 1955 
its sales have nearly quadrupled to 
an estimated $8 million for the fiscal 
year ended last Nov. 30. Over the 
same period its profits have climbed 
from $19,000 to a probable $320,000, 
or roughly $1.20 a share. 

In part, Universal Container’s 
growth has come from efforts in the 
new (for it) field of steel drums. Mas- 
low went into that business about 18 
months ago and now counts on steel 
barrels for 40% of his sales. “Steel 
barrels are a larger industry,” he ex- 
plains, “and the barrels are more 
widely used. There’s a big business, 
for instance, in selling them to re- 
fineries for carrying petroleum prod- 
ucts—and there are many, many other 
uses for them as well.” 

The Crystal Ball. But Maslow has no 
intention of leaving his wooden bar- 
rel business behind. For knowing how 
much whiskey the distillers have in 
bond, he also knows how many used 
wooden barrels will become avail- 
able in any year. So it is no trick at 
all for Maslow to predict the future 
course of Universal Container. “This 
year,” he says, “we are practically as- 
sured of a good supply. In fact, look- 
ing at the whiskey in bond, we know 
we're going to have lots of used bar- 
rels to sell.’ 


AIRCRAFT 


AFTER THE BATH 


Rohr Aircraft expects to do 

less business this fiscal year 

—and make a lot more 
money from it. 


Ir moRE proof is ever needed, Rohr 
Aircraft Corp.’s* Chairman Fred H. 
Rohr and President James E. Rheim 
can serve as living testimony to the 
fact that sales volume isn’t every- 
thing 

At times, in fact, it seems worse 
than nothing. For example, in its 
fiscal year ended last July 31 medium- 
sized (total assets: $73.5 million) 
Rohr racked up its biggest sales in 
history, $193.3 million, more than 
twice the total of five years earlier. 
It also showed its first loss, a dis- 
turbing $2.6 million, compared to an 


*Rohr Aircraft Corp. Traded NYSE. Recent 
price: 1854. Price range (1960-61): high, 2034; 
low, 1254. Dividend (fiscal 1960): $1. Indi- 
cated fiscal 1961 payout: $1. Earnings per 
share (fiscal 1960): d$1.40. Total assets: $73.5 
million. Ticker symbol: RHR 
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ROHR AIRCRAFT’S RHEIM: 


the view was more relaxing 


average 1955-59 profit of over $3 mil- 
lion 

Too Little from Too Many. Behind 
Rohr’s fall from grace lay the frantic 
(and for most companies unprofit- 
able) unfolding of the jet age. Rohr’s 
biggest item, accounting for some 60% 
of sales, is jet engine pods, which 
Rohr puts together with engines fur- 
nished by its customers (e.g., Boeing, 
Lockheed, Convair). Rohr must con- 
vince its customers that it can do the 
job better and cheaper than they. The 
convincing has become increasingly 
difficult, as the price of entering the 
jet age has grown to alarming pro- 
portions. 

Whipsawed between price pressure 
from its customers and the costs of 
carrying out a multiplicity of engine 
pod programs (for Boeing’s 707 and 








fewer programs meant more profits 


720, Lockheed’s Electra and JetStar, 
Convair’s 880, etc.), Rohr’s margins 
crumbled fast. In its last fiscal 
year the company’s operating profit 
margin dropped from its once-accus- 
tomed 8°-10% to a meager 2.7% 
before the final crushing blow. 

That blow was a $6.1-million write- 
off of all developmental costs on its 
three largest engine pod programs, 
for the Boeing 707, Convair 880 and 
Lockheed Electra. But the Electra 
was the key. “The Electra debacle,” 
says President Rheim, “more or less 
precipitated the thing.” As a result, 
Rohr’s shareholders got their first 
taste of red ink, to the tune of $1.40 
a share. 

The Prospect Pleases. As _ 1961 
dawned, however, President Rheim 
was in a far easier mood than a yea) 
earlier, even to the point where he 
could enjoy the company’s pleasant 
surroundings, overlooking lower San 
Diego bay near the little suburban 
city of Chula Vista. To be sure, 
Rohr was setting no sales records: 
with its Electra and Convair 880 pro- 
grams phasing out, Rheim expects 
sales in fiscal 1961 to fall to some 
$165 million. But in its first quarte: 
Rohr earned 53c a share vs. 24c in 
the corresponding year-earlier period, 
and President Rheim was stoutly pre- 
dicting that future quarters would 
lift the figure to $2.65-$2.70 for the 
full year. That would be only a trifle 
below the $2.87 that Rohr earned in 
1958, the most profitable year in com- 
pany history. 

Moreover, President Rheim was 
heartened by developments outside 
the company’s primary business of 
making engine pods for new jets. The 
number of such pods already in use 
is generating a respectable volume in 
spare parts, estimated at 10°, -15°, 
of total sales. An equal volume will 
soon come from brazed stainless steel 
honeycomb panels, pioneered by Roh: 
and now used in increasing quantities 
in the latest military aircraft. The 
honeycomb panel technique (though 
using more mundane materials than 
stainless steel) may also find exten- 
sive use in the building industry. And 
Rohr figures it has a unique combina- 
tion of engineering and manufactur- 
ing talent in another promising new 
field, that of building enormous an- 
tenna systems for radar and radio- 
telescope installations. 

No Surprises. Heartening as these 
developments seem, a write-off such 
as Rohr took last year raises the 
question whether others still lurk in 
the fiscal underbrush. President 
Rheim vows absolutely not. “We took 
our bath last July,” says he. “As far 
as Rohr is concerned, this is a pro- 
duction year.” 
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TEXAS GULF’S STEPHENS: 
peace in a price war 


SULFUR 


THE BRIMSTONE 
PEACE 


After four long years, the 
price war in sulfur appears 
to be coming to an end. 


For THE first time in four years, it ap- 
peared last month as if peace were 
finally coming in the long sulfur price 
war. Particularly so because the 
peacemaker was none other than 
Harry C. Webb, president of the 
Mexican-based Pan American Sul- 
phur Co. For it had been Webb who 
had started the war in the mid-Fifties 
by cutting prices to make a place for 
his then fledgling company in world 
sulfur markets. 

Last month, though, Webb an- 
nounced that Pan American, now the 
world’s third largest sulfur producer, 
was raising the domestic price of :its 
sulfur by $2 a ton. That brought the 
price of “bright” sulfur, which sold 
for $26.50 a ton in 1957, back to $23.50 
a ton. It was the first increase since 
Webb first cut the price, a move which 
giant Texas Gulf Sulphur Co. had 
followed by slashing it again to “sep- 
arate the men from the boys.” 

The long price war that followed 
tumbled Texas Gulf Sulphur out of 
the top ranks of blue chip companies, 
set Freeport Sulphur to diversifying 
desperately and nearly drove Jeffer- 
son Lake Sulphur to the wall. “This 
price increase,” said Texas Gulf’s 
President Claude O. Stephens fervent- 
ly last month, “is somewhat overdue.” 

Nor was the good news confined to 
home markets. For along with the 
domestic price increase, U.S. sulfur 
producers were able to boost their 
export prices by as much as $2.50 a 
ton. With production of fertilizers, 
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chemicals and synthetic fibers climb- 
ing abroad, the demand for sulfur in 
foreign markets was growing by leaps 
and bounds. Last year alone foreign 
sales of sulfur rose from 2 million 
tons to 2.4 million. 

Will all the other producers follow 
Pan American’s lead? It seemed a 
solid bet that they will. Already Free- 
port Sulphur has revised its sulfur 
prices “so as to keep... on a com- 
pletely competitive basis.” 


AUTO PARTS 


THE PURIST 


Unlike most auto parts 
makers, Dana Corp. stub- 
bornly resisted diversity. Its 
reward: some of the best 
profits in the business. 





AILING profits, a common malady 
among auto parts suppliers, has led 
most of them to the same cure: a 
stiff dose of diversification. Thompson 
Products (now Thompson Ramo 
Wooldridge), for example, pushed into 
electronics. Midland-Ross ventured 
into home & commercial heating 
and air conditioning, and The Budd 
Co. tried its hand at making farm im- 
plements and vulcanized fibers. 
Siandpat Specialist. But one parts- 
maker stood pat in this stampede into 
corporate pluralism: Dana Corp.'s 
President J.E. (“Jack”) Martin. He 
continued to make what Dana Corp. 
had been making for decades: chassis 
frames, axles and transmissions. At 
times, he has been chided for lack of 
imagination. But last month it was 


*Dana Corp. Traded NYSE 
3373. Price range (1960-61) 
3114. Dividend (fiscal 1960): $1.875. Indicated 
fiscal 1961 payout: $2. Earnings per share 
(fiscal 1960) : $3.26. Total assets: $142.2 million 
Ticker symbol: DCN 


Recent price 
high, 43%; low, 
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living off crumbs 





DANA CORP.’S MARTIN: 


a successful maverick 


clear that Martin’s strategy has ac- 
tually paid off handsomely. 

Not that Dana Corp.’s earnings were 
particularly robust; they weren’t. As 
Martin himself admitted: “We were 
unhappy with our profits last year.” 
But he also had considerable cause to 
rejoice. Added he: “But when we 
looked at our neighbors in the auto 
parts business, we thought we had 
done damned well!” 

The best measure of how well Dana 
Corp. has done was its 13.4% net re- 
turn on equity in the 12 months ended 
in November. Budd’s return, by con- 
trast, was estimated to be only 5.7%, 
Thompson Ramo’s 9%. That at a 
time when a 40% slice of Dana Corp.'s 
$230-million business, its volume in 
truck parts, had “gone to hell in a 
bucket.” 

Martin concedes that supplying De- 
troit’s automakers is a hard way to 
make money. “Auto parts producers 
like Dana,” he “live off the 
crumbs that fall from the big auto- 
makers’ tables.” When auto produc- 
tion slows, Detroit diets but the auto 
parts makers starve. 

No Regrets. Martin’s ability to make 
the most out of the crumbs that do 
fall to his lot owes in great measure 
to his determined shunning of diversi- 
fication. Instead of spending Dana 
Corp.’s cash elsewhere, Martin has put 
it back into new plant and equipment 
which is capable of turning a profit 
on orders whether large or small 
Consequently, Martin’s breakeven 
point is one of the lowest in the in- 
dustry, enabling him to make money 
in good times or bad. 

Dana’s Martin probably cannot help 
being a little pleased at seeing his 
anti-diversification philosophy vindi- 
cated. Says he: “We get a better rate 
of return on our investment in auto 
parts than those companies which tried 
diversification. No, we have no re- 
grets—not yet, anyway.” 


says, 











RUBBER 


LAMB TRIES AGAIN 


Why is Edward Lamb mak- 
ing another pass at Seiber- 
ling Rubber? Because he 
doesn’t have much choice. 


Like two old adversaries, Toledo’s 
smooth-talking Edward Lamb and 
Seiberling Rubber Co.’s* President 
J. Penfield Seiberling were circling 
one another last month, emitting the 
kind of growls that clearly bespoke 
another fight for the little (1959 sales: 
$54.8 million) rubber company. 

What For? Why should Lamb or 
anyone want to control Seiberling? 
Its prospects are hardly auspicious. 
The company gets some three quarters 
of its sales from the bitterly competi- 
tive tire business, especially truck and 
bus tires. With the truck tire field 
beset by falling demand and ferocious 
price-cutting, Seiberling made just 2c 
a share in 1960's first nine months, vs. 
$1.56 in the same period of 1959; and 
the fourth quarter, reported Penny 
Seiberling last month, was expected 
to be “the poorest of the year.” In- 
deed, the company could hope to end 
1960 in the black only with the aid of 
dividends from its 14.3°, holding in 
Copolymer Corp., a cooperatively 
owned synthetic rubber producer. 

The explanation for Lamb’s interest, 
however, was quite simple: circum- 
stances left him little choice. He was 
locked in with somewhere between 
150,000 and 250,000 Seiberling shares. 
“IT have a fairly sizable cost in that 
stock,” he admits, “$16 to $18 a share. 
It’s difficult to sell a block like that.” 

Lamb came by his holdings in an 
earlier unsuccessful attempt to wrest 
control away from the heirs of Seiber- 
ling’s founders. What had attracted 
Lamb to the company was obviously 
the stock’s big discount from its book 
value ($23.06 a share as of last Sept. 
30) and an erratic earnings record 
which he believed he could improve. 

A Poor Second. In the last struggle 
for control, Lamb came in a draggle- 
tailed second, eventually wound up 
(through cumulative voting) with 
four of Seiberling’s 15-man_ board. 
This time, however, it might be differ- 
ent. Of Seiberling’s 588,000 shares, 
Lamb voted 148,000 at the April 1960 
annual meeting and last month claimed 
to control “in excess of 200,000.” That, 
moreover, was before accepting ten- 
ders for an additional 45,000. If Lamb 
really had the shares he claimed— 


*Seiberling Rubber Co. Traded NYSE. Re- 
cent price: 12. Price range (1960-61): high, 
1934; low, 1044. Dividend (1960): 87.5c. Indi- 
cated 1961 payout: —. Earnings r share 
(1959): $1.72. Total assets: $32.6 million. 
Ticker symbol: SRU 
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always a broad assumption—he was 
close to the magic number. 

With a probable $2.5 million already 
tied up in the affairs of a company 
over which he had no control, Lamb 
could hardly be blamed for trying. At 
year-end, Seiberling was selling be- 
low $12, barely half its book value. 
This meant that Lamb could, at a 
probable cost of no more than an 
additional $1 million, round out his 
control of book assets of some $13.5 
million. And while some of these 
assets might be overvalued, others 
decidedly were not. Seiberling’s Co- 
polymer holdings, for example, are 
on Seiberling’s books at a cost of 
$454,000 vs. a worth of well over $2 
million with reinvested earnings. 

Even at these bargain prices, Lamb’s 
latest sortie might, of course, turn out 
to be a case of throwing good money 
after bad. For reasons of pride as 
well as of pocketbook, however, Lamb 
could hardly be blamed for trying 


LOADED LAGGARDS 


ASSETS AT 
A DISCOUNT 


Just when the list was getting 
badly picked over, along 
came 1960's bearish market, 
and Wall Street got itself a 
new batch of loaded laggards. 





THERE are those among Wall Street's 
moneymen who are attracted to a cer- 
tain kind of statistical situation as flies 
are to honey. Their particular dish is 
a company whose shares sell at a dis- 
count from the book value of their 
underlying assets. Either through liq- 
uidation or reorganization such finan- 
cial operators hope to raise the price 
closer to book value. To their occa- 


sional dismay, the assets can turn out 
to be worth a good deal less than their 








ENDICOTT JOHNSON’S JOHNSON: 
big assets, small earnings 









book value. But enough of them turn 
out to be bargains to make the game 
worthwhile. 

Still, after ten years of bull mar- 
kets, the pickings were getting slim 
early last year. What with the gen- 
eral prosperity, and through liquida- 
tions, management changes or reor- 
ganizations, the number of such stocks 
was drying up. Most of the remain- 
der were thoroughly picked. 

1960’s Newcomers. But last year the 
market turned down and so did the 
economy. Especially hard hit were 
some of the more marginal companies. 
In many cases their stocks plummeted. 
Many of them joined, or rejoined, the 
list of stocks selling well below the 
book value of their assets. Others 
dropped to even deeper discounts. 

By year’s end the list (see pages 21 
and 22) was richer than it had been 
for a long time. It included such one- 
time blue chips as United Fruit (down 
75°, from its 1955 high and selling 
at around 40°, of its book value) 
and Industrial Rayon (down 70% and 
selling at just over 50°, of its book) 
It included such other well-known 
names as Chrysler, Schenley Indus- 
tries, Studebaker-Packard, Pittsburgh 
Steel, Montgomery Ward, Royal Mc- 
Bee and Hamiiton Watch. The bar- 
gain-hunting investor could buy J.I 
Case’s assets for 27 cents on the dol- 
lar. He could buy National Sugar Re- 
finery’s for 33c on the dollar. 

1961's First Victim. The year, in fact. 
was hardly underway before one long- 
time member of the list received at- 
tention from a well-known collector 
of undervalued companies. Money- 
man Albert A. List’s Glen Alden Corp. 
made an offer of $30.50 a share for 
the common stock of shoemaking En- 
dicott Johnson Corp. In an earnings 
tailspin since 1955, and earning only 
about 2% on its stockholders’ money, 
EJ did not sound like much of a bar- 
gain. But for connoisseurs of under- 
valued assets, it was something of a 
collector’s item: EJ’s net working cap- 
ital alone amounted to some $45 a 
share; adding in the value of its plant 
brought total book to $70 a share. 

Endicott Johnson’s management was 
outraged at the offer. “This appears,” 
huffed President Francis A. Johnson, 
“a blitz campaign aimed at acquiring 
a block of EJ stock at a ridiculously 
low price.” He urged his 11,000 stock- 
holders to hold on to their shares. 

Since EJ common was selling short- 
ly after the offer at a price higher 
than List’s offer, his chances of get- 
ting much at that price did not look 
good. One thing was sure, however: 
EJ’s management, like that of many 
a loaded laggard before it, was on 
notice that unless it could do better, 
there were plenty of others around 
willing to try. 
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ASSET-LOADED COMPANIES 


Even after ten yeors of bull market, many Big Board stocks are selling 
sharply below their companies’ theoretical liquidating value. Here are the 
stocks selling at a discount of nearly 40°, or more from their book value. 


Company 

AUTOMOTIVE 
Budd Co. 
Chrysler Corp. 
Collins & Aikman 
Cooper Tire & Rubber 
Dayco Corp. 
Electric Autolite 
Gar Wood Industries 
Lee Rubber & Tire 
Motor Wheel 
Seiberling Rubber 
Studeboker-Pockard 
Young Spring & Wire 


Pfeiffer Brewing 
Publicker Industries 
Schenley 


CAPITAL GOODS 
Alco Products 
Baldwin-Lima-Hamilton 
Bucyrus-Erie 
Bullard Co. 

Case (J. 1.) 

Continental Motors 
Fenestra 

Foster Wheeler 

Hercules Motors 
Hewitt-Robins 

1.T.E. Circuit Breaker 
Merritt-Chapman & Scott 
Minneapolis-Moline 

Reed Roller Bit 

Rheem Mfg. 

Thew Shovel** 

Union Asbestos & Rubber 
William-McWilliams** 


FOOD & DRINK 
American Crystal Sugar 
Archer-Daniels-Midland 
Cuban American Sugar 
Cudahy Packing 
General Baking 
Libby, McNeil & Libby 
National Sugar Ref. 
Pacific Amer. Fisheries 
Spencer Kellogg & Sons 
United Fruit 
Ward Baking 


* Plus stock 
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Recent 
Market 


Main Business Price 


ovto parts 
automobiles 
upholstery fabrics 
tires & tubes 
tires & rubber 
auto equipment 
truck bodies 
tires & rubber 
auto parts 
tires, plastics 
automobiles 
auto springs 


BREWING & DISTILLING 


brewing 
distilling & chemicals 
distilling 


diesel locomotives 
construction equipment 
excavating machinery 
machine tools 

farm equipment 
engines 

building products 
power plant equipment 
gas & diesel engines 
material handling systems 
electrical equipment 
construction 

machinery 

oil & pneumatic tools 
steel containers 

power shovels & cranes 
insulation materials 
dredging 


beet sugar 
vegetable oils 
sugor producer 
meat packing 
baking 

food packing 
sugar refining 
salmon packing 
vegetable oils 
bononos 
boking 


** American Stock Exchange 


Latest 
Available 
Book Value 


$27.29 
79.33 
47.12 


11.55 
22.84 
76.85 

9.01 
32.47 
30.12 
23.06 

10.84 
54.08 


Discount 
from 
Book Value 


48.7% 


Latest 
12-menth 


Earnings 


$1.55 
d0.50 
2.18 
0.14 
2.65 
4.38 
40.60 
1.02 
0.46 


1.98 


Latest 
12-menth 
Dividend 


$1.00 
1.50 
1.20 


1.05* 
2.65 
none 
1.20 


1955-60 
Price Range 


3134-13 
1011-38 
3Ve-13 
232-25 
36%4-12 
552-24). 
952-358 
WY2-141/2 
33%e-11 
27%e-8\e 
294-2568 
49-19" 


11-23% 
154-454 
48-1656 


4372-1076 
242-9 
5634-12'/2 
470-938 
265-712 
1459-512 
343-1538 
6158-2278 
25/2-9% 
482-186 
50! 2 16'% 
265e-8'/2 
294-74 
312-1238 
4534-10 
564-1 55¢ 
145-5 
262-8 


4434-278 
49'/2-2838 
372-1348 
174-52 
144-8% 
23-7 
4212-1612 
1734-7 
24-11% 
60-1476 
2434-9'/2 


SOSSHSSSSSSSSSSSSHSSSSSESSSSSSSSHSSSEESESSESSESESESESSESSSESSESESSESSSESESESSSESESSSESSS SHES SHSEHEHSESSESESEHEEEEEEOEESEEEET EES 





MORE ASSET-LOADED COMPANIES 


Company 


METALS & METAL PRODUCTS 


Bliss (E.W 

Bohn Alum. & Brass 
Bridgeport Brass 
Bunker Hill 

Byers (A.M 

Calumet & Heclo 
Cerro Corp 

Colorado Fuel & Iron 
Copper Range 
Crucible Steel 
Detroit Steel 
Genero! Bronze 
lokey Foundry** 
National Can 
National Malleable 
Pittsburgh Steel 
Scovill Mfg 

Sharon Steel 
Standard Forgings** 
U.S. Smelt., Ref. & Min 


Vanadium Corp. of Amer. 


Walworth Co 


RETAIL TRADE 
Bond Stores 
Endicott Johnson 
Grayson-Robinson 
Kress (S.H 
larchfield Corp.} ** 
Marihattan Shirt 
Montgomery Ward 
Reliable Stores 


SHIPPING 
American Export Lines 
Moore-McCormack Lines 
U.S. Lines 


TEXTILES 
Beaunit Mills 
Belding Reminway 
Bigelow-Sanford 
Cone Mills 
Industrial Rayon 
Mohasco Industries 
Stevens (J.P 
Wyandotte Worsted 


MISCELLANEOUS 
Admiral Corp 
Celotex Corp 
Congoleum-Nairn 
Crown Central Petrol.** 
Evans Products 
Hamilton Watch 
Holland Furnace 
International Silver 
Kroehler Mfg 
Lehigh Coal & Navig 
Murray Corp. of Amer. 
Oxford Paper 
Roper (G.D 
Royal McBee 


presses; rolling mills 
metals fabrication 
metals fabrication 
lead & zinc mining 
wrought iron 

metals fabrication 
mining & fabrication 
steel products 
mining & fabrication 
steel products 

steel products 
aluminum windows 
castings 

metal containers 
steel castings 

steel products 

metals fabrication 
steel products 

steel forgings 
mining 

ferroalloys 


valves & fittings 


apparel stores 
shoes 

opparel stores 
variety chain 
furniture chain 
men's apparel 
mail order 


retail furniture 


shipping 
shipping 
shipping 


rayon & tire yarns 
textile weaving 
carpets & rugs 
cotton textiles 
rayon tire cord 
carpets 

textiles 


woolen fabrics 


electrical appliances 
building materials 
floor & wall coverings 
oil refining 

wood products 
watches 

heating equipment 
silverware 

furniture 

railroad operations 
plumbingware 
printing papers 

gas ranges 


office machines 


Recent 
Market 


Price 


1058 
24% 
7% 
11% 
11% 
234 
10 
59 
11¥e8 
107% 
274 
274 
17% 
1412 


Latest 
Available 
Book Value 


Discount 


rom 
Book Value 


Latest 
12-month 
Earnings 


Latest 
12-month 
Dividend 


1955-60 
Price Range 





26.57 
46.06 
28.01 
24.14 
21.59 
39.80 
22.56 
100.38 
34.94 
20.65 
52.89 
45.66 
33.59 
23.75 





1.51 
2.22 
0.66 
0.24 
deficit 
2.04 
1.51 
1.43 


3358-122 
35-14 
7434-2038 
2138-9 
1838-6 
272-9 
6412-21 
3538-1312 
70-1212 
3839-1558 
27\4-8% 
42\/2-1658 
979-44 
172-8 
483/4-21%4 
3912-1058 
4014-16 
59'4-19Ve 
2334-113% 
6412-25 
5539-1536 
2014-7 


2459-14 
414-2338 
1614-5 
5512-1978 
16-558 
2234-114 
532-2512 
5034-1234 


3458-15 
2514-1058 
379-19 


32'8-10'e 
2053-10 
2158-6% 
2478-9 
5834-134 
1838-412 
3478-1612 
1258-41/2 


3014-612 
4778-208 
2512-658 
28-9 
30'/2-107%e 
30-13% 
167-9 
74\/4-22 
29V/2-11Ve 
1734-978 
43-1856 
5134-23 
34-11 
4038-117% 


* Plus stock + Formerly Barker Brothers Corp 
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Distribution by air may seem to cost more 





... until you look at the bottom line. 





What really counts to any businessman is the 
net profit ... the bottom line. 


And the cost of a distribution system 
keyed to air shipment may actually be 5 
to 10°%, lower than systems using initially 
cheaper means of transportation. 


The fact is that shipments by United Air 
Lines jet freight now move so fast... to so 
many cities... that you can deliver the same 
day direct from the factory, even coast to 


coast. Transportation by United air freight 
can eliminate your need for branch warehouses, 
thus saving warehousing and inventory costs. 

The results—savings—show up where it’s 
most important ... on the bottom line. 

To find out how you can profit from this 
new concept, call your local United Sales 
Office or write United Air Lines, Cargo Sales 
Division, Department R101, 36 S. Wabash 


Avenue, Chicago 8, Illinois. 


UNITED 
































The “THERMO-FAX” 
Copying Machine 
with the NEW 
“COPYTROL” 
DIAL makes 
better copies 
fast and easy. 





FIRST CLASS 
PERMIT NO. 25 
St. Paul, Minn 


BUSINESS REPLY MAIL | 
stage St Ces f Mailed in the United States 


imp Necessary 


No Px 


MINNESOTA MINING AND MANUFACTURING CO. 
Dept. DDF-1151 
St. Paul 6, Minnesota 


At no obligation, I’m interested in information about 
the ways ‘“‘Thermo-Fax’’ Brand Copying Machines can 
simplify the jobs I’ve checked. 


General Copying Statements Addressing Labels 


Projection Transparencies Paper Plates Systems Papers 
Laminating Checkif you now usea “Thermo-Fax’’ Copying Machine. 


Name 
Title 
Firm 
Address 


City Zone State 


The “THERMO-FAX” 


Copying Machine 


does all these jobs 
and more! 


COPYING 
LAMINATING 
ADDRESSING LABELS 
PROJECTION TRANSPARENCIES 
SYSTEMS PAPERS 
PAPER PLATES 

















SEE FOR YOURSELF 


...the most versatile business 
machine in the business world 


does 
more 


jobs 


On Wall Street, Market Street, Michigan Avenue... 
Main Street U.S.A... . ‘‘Thermo-Fax’’ Brand Copying 
Machines are speeding business communications, sim- 
plifying paperwork. They are copying correspondence, 
addressing labels, laminating, making statements, pro- 
jection transparencies, and paper plates. Also, systems 
papers as little as 2¢ a copy! Plus many more jobs. 

And because ‘‘Thermo-Fax’’ Copying Machines are all- 
electric, they’re delivering each job perfectly dry in just 
4 seconds! No powders. No chemicals. 


Today the ‘‘Thermo-Fax’’ Copying Machine is the busi- 
ness man’s business machine for one sound reason... 


liSitttarsee.- 


does more jobs! 
See for yourself. Mail the card. 


Thermo-Fax 


BRAND 


COPYING MACHINES 


[ \ Thermo-Fai Miienesora (fining ano 
—& TMAnuracturine company 


a 
~~~ WHERE RESEARCH IS THE KEY TO TOMORROW 


THE TERM “THERMO-FAK A REGISTERED TRADEMARK OF 3™@ COMPANY 





Could it be 
HIGH BLOOD 
PRESSURE ? 


Many men — and women, 
too—are asking themselves 
this question. 


If you think you have high 
blood pressure, see your 
doctor. Only he can tell. 


Thanks to recent medical 
progress, most cases of 
high blood pressure can be 
controlled. The danger of 
heart damage and ‘stroke’ 
can be reduced with the 
help of new drugs and 
surgery. 


For medical advice, 
see your doctor. 


For more information, 
ask your Heart Association. 


For greater advances 
against heart disease, 
ty 


GIVE 4 


to your © 


HEART FUND 














besimamnnannnsnianeacenel 


SALESMANSHIP 


THE BRYLCREEM 
BOY 


With the simplest of sales 
pitches, Britain’s Beecham 
Group Ltd. is aiming for a 
good-sized chunk of the U.S. 
toiletries market. 





A BrITISHER crashing the crowded 
and rough-and-tumble U.S. cosmetics 
market? “They told me it couldn't 
be done,” says urbane Henry Lazell, 
chairman of Britain’s Beecham Group 
Ltd. “They said we’d be murdered.” 

Lazell blithely ignored the experts’ 
advice. Britain’s fastest-growing 
maker of toiletries and proprietary 
drugs, Beecham saw no reason why 
it couldn’t sell its wares in the U.S. 
To start, Lazell decided to try with 
his best-selling Brylcreem men’s hair- 
dressing. 


Boy Gets Girl. Brushing aside sug- 


| gestions for sophisticated or humorous 


advertising campaigns, Lazell decided 
to use the same pitch that was so 
successful in Britain: Brylcreem- 
annointed boy gets pretty girl (who 
seems to be hypnotized by his glossy, 
thick head of hair). 

It worked. Last month, some 24 
months after Brylcreem first invaded 
the U.S. consumer market with a 
nation-wide promotion campaign, 
Beecham could claim that it was now 
the U.S.’ No. One seller in its class. 
With U.S. sales of some $13 million, 
Brylcreem claims about one sixtn of 
the market for men’s hair tonic. Lazell 
expects to get still more of it. Says 
he: “We should get about one third of 
the market anywhere we go.” 

This is just one in a long string 
of recent triumphs for Lazell. Beech- 
am has been one of Britain’s fastest- 
growing little companies. In the past 
four years its sales have soared 84% 
to $140 million, and profits have 
jumped 139.7° to $10.7 million. 

Not all of the growth has come from 
hair tonic, of course. The Beecham 
Group also makes a best selling tooth- 
paste in Britain, Eno Fruit Salts, as 
well as a wide variety of other prod- 
ucts which include the 130-year-old 
Beecham’s Pills. In four years, Lazell 
has made three acquisitions in soft 
drinks, candies and fruit juices. 

Meanwhile he has been hotly push- 
ing his products everywhere from 
Kuala Lumpur to Rio de Janeiro. Wis 
foreign sales have jumped 64°7 in the 
past four years. 

Ethicals, Too. Lazell hasn’t stopped 
there. Recently he began to stake out 
a claim for The Beecham Group in 
ethical drugs. Beecham’s research lab, 


a baronial mansion tucked away in 
the heart of the Surrey countryside, is 
less than half the size of the average 
U.S. corporate laboratory. Neverthe- 
less, The Beecham Group was the first 
company in the world to manufacture 
synthetic penicillin on a commercial 
basis. Both his breakthroughs in this 
field, Syncillin and Staphcillin, are 
being marketed in the U.S. through 
a licensing agreement with Bristol- 
Myers. Superior to the older types of 
penicillin, he expects them to take 
over a large part of the market for 
antibiotics. 

With characteristically British one- 
upmanship, Lazell’s approach to ethi- 
cal drug-making is different from the 
average U.S. drug producer’s. Said 
he: “Most U.S. drug firms have such 
colossal research costs because they 
are always trying to keep up with 
their competitors’ products. Instead 
of worrying about what the other 
chaps were doing, we decided to look 
for something new.” 

One advantage Lazell has in his 
quest: he gets his British scientists 
cheap. “For every pound we spend on 
research in England,” he estimates, 
“we would have to spend some $7 or 
$8 over here.” 

Lazell is not resting on his Bryl- 
creem laurels. He recently introduced 
the U.S. to Silvikrin Shampoo, a best 
seller in Britain. He says he even 
may take on such formidable opposi- 
tion as Procter & Gamble and Colgate- 
Palmolive in the toothpaste field. 
When the experts try to caution him 
against it, Lazell has only one reply: 
“Look what they said about Bryl- 


creem.” 


BEECHAM’S LAZELL: 
ready to take on new competitors 





CHESSIE’S 
NEW YEAR 
REPORT: 


Chessie, with a good story to tell, once 
again is the only railroad to report on 
the year past to its shareowners and the 
public on the first working day of the 
New Year 


$42 MILLION NET INCOME 


C&O’s net income in 1960 was $42 million, equal to $5.15 a common share. This was a healthy 12 
per cent of gross revenues, despite generally higher costs. Working capital of $63 million reached a new 
high for the third straight year, and the railroad was kept in tip-top physical condition. 


C&O shareowners for the fourth consecutive year received a $4 annual dividend. And Chessie 
employees received the highest average wage ever. 


(> C&O “Dividends” for BO Shareowners 


The first successful steps were taken in 1960 toward an event of historic significance — affiliation as a step 
to full merger as promptly as possible of the C&O and Baltimore and Ohio Railroad. 


A majority of B&O shares — 55 per cent — were assented at year end to C&O’s stock exchange offer. C&O’s 
board of directors, considering that C&O had obtained this majority, and in the light of numerous requests from 
B&O shareowners, took these actions: 


So that assenting B&O shareowners might begin enjoying some of the prospective benefits 

[) of being C&O shareowners, the C&O will, effective January 1, 1961, accrue the difference 
between C&O’s common dividend (currently $4) and B&O’s common dividend (currently 
60 cents), after applying the exchange ratio. 


[) In order to give all B&O shareowners an opportunity to participate, further acceptances 
will be received through February 2. 


[) Elected that the exchange offer will become binding on C&O so long as the majority of B&O 
shares are assented at the close of a thirty-day withdrawal period, also ending February 2. 


This dividend accrual by C&O would be for one year, but could be extended by C&O’s Board. It is subject 
to the approval of the Interstate Commerce Commission and C&O shareowners. C&O has applied to the ICC for 
approval. If and when the ICC approves, actual payment will take place just as quickly as ICC authorization 
becomes effective and the exchange is made. 


The B&O-C&O system will be America’s second largest in revenues, with outstanding potential for growth. 
The public interest, so dependent on sound transportation, will be notably served by affiliation and merger. 


Woe a9 Jno 
President 


Chesapeake and Ohio Railway 


TERMINAL TOWER + CLEVELAND 1, OHIO 
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COMMUNICATIONS 


KLUGE’S THEOREM 


As boss of TV-radio’s fastest 
growing chain, John Kluge 
has his own equation for 
getting ahead in the com- 
munications business. 





“Quite simply my business formula 
runs like this,” said Metropolitan 
Broadcasting Corp.’s* President John 
W. Kluge: “Imagination + a good 
credit rating = geometric growth.” 

This equation has worked out very 
well indeed for Kluge, a German- 
born entrepreneur who, at 46, had 
pursued successful careers in busi- 
nesses as diverse as printing and food 
brokerage. Looking further, he was 
intrigued in late 1958 by what he 
judged were considerable possibilities 
in the foundering Allen B. DuMont 
TV empire. And indeed it took a lot 
of imagination to see much potential 
in broken relics of that ill-fated, 
money-losing venture. But Kluge 
had imagination in abundance, and he 
also had something else more impor- 
tant: the ability to inspire the same 
visions in such conservative lenders 
as banks and insurance companies. 
They loaned him the money to buy 
350,000 shares of common stock in 
Metropolitan Broadcasting, which 
controlled DuMont’s old TV outlet 
(WABD, retitled WNEW) and radio 
stations in New York and Cleveland. 

Empire Building. Since Kluge took 
over Metropolitan in March 1959, 
he has let his imagination continue 
to roam freely. He proceeded to 
acquire TV channels in Washington 
(D.C.) Sacramento (Calif.), Peoria 
and Decatur (Ill.), and _ recently 
bought still another in Kansas City 
(Mo.) which is subject to FCC ap- 
proval. He also bought radio sta- 
tion WIP in Philadelphia, acquired 
Worldwide Broadcasting’s short-wave 
moneyspinner WRUL (beamed com- 
mercially at Latin America for the 
most part) and wrapped up Foster & 
Kleiser, the big outdoor advertising 
concern which has a stranglehold on 
billboard advertising in California and 
the Pacific Northwest. 

Playing Percentages. Kluge, who 
looks relaxed, but sports a permanent 
furrow in his balding brow, likes to 
manage affairs himself. “I believe in 
getting my feet into the mud,” he 
says. “While I'm expanding, I’m still 
going to watch the store downtown.” 
The store downtown is _ lucrative 

*Metropolitan Broadcasting Corp. Traded 
over-the-counter. Recent price: 19. Price 
range (1960): high, 19'2; low, 1234. Dividend 
(1960): 15c. Indicated 1961 payout: —. Earn- 


ings per share (1959): 97c. Total assets: $38.7 
million. 


WNEW, which brings him to New 
York from Washington two or three 
days a week. 

But his big secret is something less 
prosaic: the skillful application of his 
formula. And, as Kluge himself 
admits, it is no simple trick. “You 
have to play the percentages,” he 
says. “There’s no two ways about it.” 
But from here on out, Kluge will 
be moving slower. Under FCC regu- 
lations he can acquire only three 
more radio stations and one VHF 
television outlet. 

Yet Broadcaster Kluge has already 
come a long way. Last year Metro- 
politan’s billings topped $40 million, 
producing a cash flow of $5.6 million 
and a net of $2 million. For 1961 the 
target is $50 million. Kluge’s goal 
is a $100-million gross, but he realizes 
he will have to get it outside of broad- 
casting. Next item on his agenda: 
imaginative diversification 


ALUMINUM 


SOMETHING 
WANTING 


In his holiday stocking Al- 

coa’s president found plenty 

of rosy forecasts, but not 

what he really wanted: a 
price increase. 


LIKE SO MANY wise men, market re- 
searchers at Aluminum Company of 
America* journeyed to the executive 
floor last month at Pittsburgh head- 
quarters bearing some splendid gifts 
for President Lawrence Litchfield Jr. 

Missing Gift. One was the glad tid- 
ings that in 1960 U.S. aluminum pro- 
ducers had shipped 2.3 million tons 
of product, coming impressively close 
to 1959’s all-time record of 2.5 million 
tons. Another was a forecast that 
aluminum consumption will remain at 
near-record levels in 1961. Still an- 
other was a prediction of swelling 
aluminum use in the 1960s—for ex- 
ample, in automobiles, where con- 
sumption per car will rise from 56 
pounds to 115 pounds by 1965. 

All that was fine enough but not 
quite what Alcoa’s Litchfield had 
wanted. “Demand for aluminum prod- 
ucts,” said he, “remains so strong that 
we would all be in good shape if price 
levels were such as to make an ade- 
quate return on the industry’s large 
investment possible.” 

Pinched. As evidenced by Alcoa’s 

Aluminum Company of America. Traded 
NYSE. Recent price: 7334. Price range (1960- 
61): high, 108; low, 61%,. Dividend (1960): 
$1.20. Indicated 1961 payout: $1.20. Earnings 


per share (1959): $2.52. Total assets: $1.4 bil- 
lion. Ticker symbol: AA 


own case, they have not been. With 
shipments holding up well, Alcoa’s 
sales last year approached a record 
$900 million, up 4% or so on the year 
But with excess industry-wide ca- 
pacity depressing the price of primary 
aluminum and squeezing margins in 
finished aluminum products, Alcoa’s 
profits slumped sharply. Estimates 
place 1960 net at $1.75 a share, down 
30% from 1959’s record $2.52. 

Alcoa’s Litchfield not only needs a 
price increase, but has been trying to 
deserve one. Said he: “Alcoa’s own 
multimillion-dollar effort to accelerate 
technology in the fields of containers. 
packaging, transportation and elec- 
trical equipment typify the [industry ] 
trend. Advances already scored in 
this area promise to move aluminum 
usage more into balance with supply 
whenever the business tone strength- 
ens generally.” 

Dim Hopes. Alcoa’s boss was obvi- 
ously impatient for that time to come. 
“We hope,” said he, “that the low 
point was touched in 1960 and that 
firmer prices, at higher levels, can be 
established during 1961.” But it does 
not seem a very bright hope at the 
moment: excess capacity promises to 
remain a problem for the aluminum 
industry for some time to come. 

Alcoa itself, in fact, has been doing 
its part to make it so. The world’s 
largest aluminum producer is cur- 
rently engaged in an expansion pro- 
gram to boost its ingot capacity nearly 
20°. to 1 million tons annually. 


PAPER 


TIGHT LITTLE 
OUTFIT 


By running a trim ship 
George Olmsted has made 
little S.D. Warren one of the 
more profitable companies 
in the U.S. paper industry. 


Georce OLMSTED JR., president of 
Boston’s S.D. Warren Co.,* is a man 
who believes in putting his money 
where it counts, not where it shows 
Olmsted has invested $23 million in 
the past five years alone to make his 
ultramodern mills at Westbrook and 
Gardiner (Maine) and at Muskegon 
(Mich.) among the most modern in 
the industry. By contrast, Warren’s 
offices are located on the tenth floor 
of a shabby brick building on the 
fringes of Boston’s financial district. 

*S.D. Warren Co. Traded NYSE. Recent 
price: 36. Price range (1960-61): high, 3734; 
low, 295g. Dividend (1960): 87.5c. Indicated 
1961 payout: 90c. Earnings r share (1959) 


$2.30. Total assets: $52.2 million. Ticker sym- 
bol: WRN. 
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No Frills. This policy of spending 
freely to promote efficiency but of 
avoiding frills has made Warren, a 
relatively small producer of fine print- 
ing papers (magazines and books), 
one of the more profitable outfits in 
the U.S. paper industry. 

Counter to paper industry trends 
in 1960 (Forses, Jan. 1, p. 55), Olm- 
sted was able to report last month 
that Warren had set sales and earn- 
ings records for the second year in 
a row. Sales rose to $72 million and 
earnings were up 4.3°, to about $2.40 
a share. Moreover, Warren's profit 
margin last year rose over the 7% 
mark, the best the company has done 
since 1956 and not far under the fat 
returns of the consumer paper prod- 
ucts companies, Scott Paper and Kim- 
berly-Clark. 

One reason for Warren's success 
is its sound product mix. Its products 
range from commercial _ printing 
papers to Bristol papers (for menus) 
and India papers (for Bibles). All 
are high priced and bring better prof- 
its than, newsprint or kraft 
papers 

Yet. even in the 20°, of his busi- 
ness that comes from such highly com- 
petitive items as offset printing papers, 
Olmsted manages to earn topnotch 
returns. Rather than cut Warren’s 


Say, 


prices last year as some rivals were | 


doing, Olmsted cut production (by 
2°,). “An adequate price level,” says 


he, “is more important in the long run | 


than volume. We actually lost orders, 
but we did not have to cut a penny 
from the 6°, price increases we got in 
1959.” 

No Dilution. As befits a typical New 
England enterprise, all Warren’s 
policies tend toward the conservative. 
In an age when other paper com- 
panies have not hesitated to dilute 
their common stock in buying other 
companies or in raising expansion 
money, Olmsted can boast: “We 
haven't sold a share of common stock 
since 1929.” Warren’s considerable 
growth has been financed out of earn- 
ings and a moderate amount of debt. 

While lavishing money on plant, 
however, Olmsted never misses a 
chance to save money elsewhere. 
Characteristic of his disdain for frills 
is the fact that he writes Warren’s 
annual report himself, getting his 
message across to his 3,295 stock- 
holders with a salty candor that is 
relatively rare in U.S. industry. While 
not overlooking the economy of writ- 
ing the report himself, Olmsted insists 
he does so because he likes the job. 
“Besides,” says he, “I am the steward 
of our assets. It is my job to tell the 
stockholders what has happened to 
them. Writing the annual report is 
something I have to do myself.” 
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A Southern California visit can profit 
you two ways. First, there is the oppor- 
tunity to really get acquainted with the 
Los Angeles market—one of the most 
vital in our entire economy. 

At the same time, you and your family 
can take advantage of our many famous 
vacation attractions. These are especially 
enjoyable now, when winter weather is 
at its worst in other parts of the country. 
Imagine playing golf on a green, palm- 
shaded course. Or cheering the “ponies” 


Southern 
California 


ALL-YEAR CLUB OF SOUTHERN CALIFORNIA 
This advertisement sponsored by the Los Angeles 
County Board of Supervisors for the citizens 

of Glendale, Hollywood, Inglewood, Long Beach, 
Los Angeles, Pasadena, Pomona, Santa Monica 


Torrance and 181 other communities 


Aloes growing next to the Pacific surf. 


i 
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Step into the sun—and study 
this $9 billion market firsthand 


at a flower-bedecked track. Spending a 
day at one of our famed “entertainment 
lands.” Visiting Hollywood. Seeing gera- 
nium lawns, oranges ripening onthe trees. 


Plan to visit Southern California soon. 
You'll gain renewed vigor and useful! 
new business information. 

Free Sight-seeing Map: Official Full- 
Color Guide to Los Angeles County, all 
Southern California. Locates 645 sights, 
plus 100 TV and movie stars’ homes. 
Mail coupon today! 


All-Year Club Tourist Information Center 
Dept. 2Z-1 

628 W. 6th St., Los Angeles 17, Calif 

Please send me free Color Sight-seeing Map 
(Miss) 


(Mrs.) 
(Mr.) 


Street 
City 


Zone State 
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Condensed Statement of Condition, December 31, 1960 


ASSETS 


Cash and Due from Banks 
U. S. Government Securities . 
Loans ‘ 


State and Municipal Securities 


Other Securities and Investments . 


Banking Premises and Equipment . 


Accrued Interest, Accounts Receivable, etc. . 


Customers’ Liability on Acceptances . 


LIABILITAES 





Capital (Par value $10 per 
Authorized 8,460,000 shares 
Outstanding 8,077,900 shares 


$ 80,779,000 
Surplus 160,300,000 
Undivided Profits 48,960,147 
Dividend Payable January 15, 1961 
Deposits 

Reserve for Taxes, Accrued Expenses, etc. 
Acceptances Outstanding . $ 69,445,146 
Less Amount in Portfolio 


$,392,932 


Other Liabilities 


DEPOSIT INSURANCE CORPORATION 


$ 927,889,549 
671,767,482 
1,567,059,587 
104,476,027 
57,901,083 
26,025,094 
13,180,743 
61,953,598 
$3,430,253,163 


$ 290,039,147 
5,492,972 
3,032,174,316 


$3,131,725 


64,052,214 


5,342,791 
$3,430,253,163 
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1. How much are we producing? (FRB production index) 
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3. How intensively are we working? (BLS average weekly hours 
in manufacture) 

4. Are people spending or saving? (FRB department store sales) 
How much money is circulating? (FRB bank debits, 141 key 
centers) 

Factors 4 and 5 are adjusted for value of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 
Plotted line is a preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot ae an 8-day estimate 


based on tentative figures for five components, all of which are subject 
to later revision. * 
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Nov. Dec. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. 
(prelim) 
159.0 
120.5 
98.5 
129.7 
178.0 


137.1 


for the all-important management 
T H E M A R K E T 0 U T L 0 0 K factor which can make one company 
turn in a far better performance than 
by SIDNEY B. LURIE _ its competitors. The television set 
industry is illustrative of the point 
One extremely well-managed com- 
pany now sells more sets than any 
other, whereas it was in fourth o1 
fifth place a number of years ago 
Furthermore, one of the smaller port- 
able power tool companies has been 
able to increase its share of the mar- 
ket through product innovation. On 
an over-all basis, I think profit mar- 
gins will hold up quite well in 1961 
and may even improve. 

Speaking of the pat view, many 
year-end reviews label foreign com- 
petition as an important threat to 
American industry in 1961. I have a 
strong suspicion, however, that this 
threat may have been exaggerated, 
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Non-Conformist Policy 
for a Non-Conformist Era 


IN MY LAST column, the thoughts 
were expressed that 1961 is likely to 
be as unconventional a year as 1960, 
that this will be a market of stocks 
rather than a stock market, that it’s 
a good time to avoid the pat and 
popular view. 

Which views are so widely held 
today that their unanimity breeds 
suspicion? One is the general con- 
sensus that the business trend will 
be downward in the first half of the 
year and then turn upwards after 
summer vacations are over. While 
no one—at least publicly—expects 


dence to appear, 
particularly when 
there’s a unani- 
mously held belief 
that the upturn in 
business will not 
be vigorous. Ac- 
tually, however, I 
believe business will 
sooner than most people expect— 
and probably in the first quarter. 
Thus, I think a-pleasant surprise lies 
ahead. 

In like vein of thought, a great deal 
of attention is being given to the 


turn upward 


other than a gentle sag, the fact 
remains that if this were all we could 
look forward to, there would be 
reason for concern. Sure, the stock 
market always turns before the 
business trend. But six months is a 
long time to wait for reassuring evi- 
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profit margin squeeze and the com- 
petitive threat to earnings in 1961. 
As I see it, however, this dismal view 
makes no allowance for the fact that 
most companies have become more 
efficient throughout the past year. 
Furthermore, it makes no allowance 


and that it doesn’t apply as univer- 
sally as is popularly believed. For one 
thing, a number of manufacturers 
observe that labor productivity in 
their particular lines of business is 
higher in the United States than in 
Europe. Others emphasize the fact 
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Will "61 Bring You Profits or Losses — Get the Latest Predictions of 
one of the most highly respected Investment Advisory Services in the 
Country Today. This valuable report covers: 


BABSON’S 


61 


FORECAST 


MAIL $1.00 WITH THIS AD TODAY 





Stocks most likely to 
advance in '61 


Effect of the new 
Administration on a 
Volatile Market 


10 Growth Stocks 

10 Stocks for Income 

6 High Income Bonds 
25 Vital Stock Briefs 

25 “lst Claims” Stocks 
10 Stocks to Weed Out 
Sample $20,000 Portfolio 
Special Bonus 


Babson’s Famous 
Growth Chart — with 
stocks for most rapid 

growth from 70 
different industries. 





BABSON’S REPORTS Inc. 


WELLESLEY HILLS 81, MASS. 


The PERSONALIZED Investment Advisory Service 
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DEPT. F-118 


26 STOCKS LIKELY TO 
SPLIT BEFORE MARCH 1 


The Number of Shares You Hold Could Double or Triple Overnight 


Our staff using the |atest market statistics has 
just completed a most timely survey. It exam- 
ined the history, price earnings potential and 
capitalization records of hundreds of companies 
for stock-split possibilities. We wanted to find 
out which companies might exchange 2, 3 or 4 
shares of new stock for one of the old, possibly 
even before March Ist 


Out of this has come our exclusive list of 26 
stock-split candidates, companies that show ex 
cellent promise for the next buying period. As 
you know, stock-splitting cuts the stock's price 
per share to a popular buying level. This usually 
attracts more investors. Demand for the stock 
goes up. And often, so do prices and dividends 
This list is available nowhere else, but you can 
have it—for a limited time only. To clearly 
demons‘rate the value of the Dow Theory In. 
vestment Service, we will send you this valuable 
list of 26 STOCKS LIKELY TO SPLIT BEFORE 


: DOW THEORY FORECASTS, INC. 


MARCH Ist with our compliments, together with 
a 30-day trial subscription to the Service. We 
offer this combination as a current example of 
the kind of useful up-to-the-minute information 
our subscribers receive every week. This offer is 
open to new trial subscribers only. All we ask in 
return is the cost of postage and handling ($1) 





PROOF OF PERFORMANCE 

DOW THEORY GROWTH LIST Up 31.5% 

While Dow-Jones Industrial 

PPGTORD UD GI. 0c ccccccccsecs 10.8% 

(From Nov. 28, 1958 to Dec. 16, 1960) 
4 DOW MODEL PORTFOLIOS Up 937.4% 

While Dow-Jones Industrial 

Average up only............-.. 37.3% 


(From Jan. 31, 1958 to Dec. 16, 1960) 
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that wages are rising, and hours of 
work falling, all over Europe. Still 
others have pointed out that, as labor 
rates and the standard of living go 
up abroad, it will mean an increased 
market for some of the products in 
which we excel. 

Apart from the foregoing, it’s 
interesting to note that 1961 has been 
greeted with a certain amount of 
speculative skepticism as a result of 
the uncertainties relating to a new 
administration, as well as the fact 
that no one wants to be caught “flat- 
footed” as many were a year ago. To 
me, the skepticism is healthy for it 
means that the market is basically 
stronger than it was last New Year's 
when there was a lot of wild-eyed 
enthusiasm. I think there are more 
pluses than minuses in the actions 
taken thus far by the incoming 
administration. In my opinion, the 
Cabinet appointments have been 
sound and we seem to have a new 
sense of direction—vigor without 
rashness. 

Thus, it seems to me that the over- 
all outlook can be summarized as 
follows: a) The market is likely to 
reach a new recovery high in Jan- 
uary, and a temporary danger point 
won't develop until there has been 
more of a mass conversion to the con- 
structive side. b) February-March 
may be a period of digestion and re- 
appraisal during which the base is 
established for a second-quarte 
advance. c) This year is likely to be 
an “inside” year in terms of the 
averages, with the high-below that of 
1960 and the low above that of the 
past year.d) We will see a “different” 
kind of a market, however, partly 
because 1961 will represent a differ- 
ent kind of a business recovery than 
those we enjoyed in the past. 

As a matter of fact, an important 
change in emphasis in stocks already 
seems to have started. Although I 
still feel it’s a little too early to 
attempt to choose the five or ten 
“best” for 1961, there is, conversely, 
little question but that most of last 
year’s “high flyers” have had their 
day. This includes some of the well- 
known foreign stocks as well as the 
obvious science fiction beneficiaries. 
Naturally, there will be exceptions. 
But I believe the new faces of 1961 
will be found in the more traditional 
groups and companies such as were 
mentioned in my last column. Inter- 
estingly, the institutional investors 
today are more sanguine than the 
boardroom speculators, whereas the 
reverse was true a year ago. 

Which are the stocks that come to 
mind? Celanese, Chicago Pneumatic 


| Tool, Electric Storage Battery, Miehle- 






(CONTINUED ON PAGE 46) 
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THE NEW POTENTIAL 
OF DRUG STOCKS 


The Drug Industry possesses a 
growth potential possibly not 
matched by any other industry 


The future of each particular Drug Stock depends on 
the quality and type of research the company is under- 
taking and the sales success of the products this research 
produces. This fact, together with the intensely com- 
petitive nature of the industry, makes selectivity among 
Drug Stocks even more important than it is within 
other industry groups. 


Although the ethical drug producers have been pour- 
ing large sums into research on cancer, heart disease, ar- 
thritis, mental illness, and the common cold, this re- 
search failed to produce any truly spectacular drug 
last year. But such a hiatus in research productivity 
has no long- term significance; it only penalizes the cur- 
rent year’s earnings, which bear all the cost but little 
of the benefit of the vast research programs being car- 
ried out. 


Of particular interest is one well-known company 
which showed earnings in the last quarter that were only 
slightly less than its income for all of 1959. Reflecting 
the future prospects of this company, its stock is ex- 
pected to be one of the top 20% market performers in 
the next 12 months. (It carries Value Line’s Group I 
(Highest) ranking in this respect.) Reason: Not the 
stock market, not the condition of the drug industry as 
a whole—but just one dramatically saleable new product. 


Another leading ethical drug company is spending 
more money on research than any of its competitors, 
and is expected to introduce several drugs of major 
importance in the near future. This stock, too, is ex- 
pected to be in the small group of top market perform- 
ers in the next 12 months, and is also ranked in Group I 
(Highest) for appreciation potentiality in the next 3 to 
5 years. 


Also of interest are Value Line’s Reports on the 
stocks of companies which have introduced (1) a new 
tranquilizer requiring half the dosage of its predeces- 
sors, (2) a new anticholesterol, and (3) synthetic pen- 
icillins. How will these new drugs compare to the lucra- 
tive successes of previous years—to the broad-spectrum 
antibiotics, steroids and tranquilizers? 


What is the significance of the renewed merger trend? 
(One company just added 2 more companies to the 5 
it had already acquired, forming the basis for a further 
sharp rise in profits. Another leading company acquired 
the nation’s largest producer of hair coloring products.) 
With research in industrial chemicals quite frequently 
spilling over to the drug area and vice versa, the benefits 
of mergers between chemical companies and drug manu- 
facturers can prove quite substantial. 


COMPLIMENTARY 


We will send you, as part of a special offer, Value Line’s 
new Drug Industry Reports without charge. 


This 95-page survey will bring you full-page Ratings 


& Reports on 29 Drug Stocks... 
8 Coal Stocks. Included are: 


Mead Johnson 
(““METRECAL’’) 

Avon Products 

Coty, Inc 

Johnson & Johnson 

Lilly, Eli 

U. 8. Vitamin & 
Pharmaceutical 

Allied Chemical 


plus 44 Chemical and 


Amer. Cyanamid Dow Chemical 
Chemetron Corp West Kentucky 
Remington Arms Coal 
Pittsburgh Coke Revion 
Koppers Lehn & Fink 
Merck & Co Minnesota M & M 
Olin Mathieson Parke, Davis 
Schering Smith, Kline & 
Sterling Drug French 
Bristol-Myers Truaz-Traer Coal Texas Gulf Sulphur 
duPont Hercules Powder Richardson-Merrell 
Gillette Pfizer (Chas McKesson & 
Norwich Pharma- Atlas Powder Robbins 

ceutical Allied Laboratories Stauffer Chemical 
Union Carbide Warner-Lambert 


Under this offer, you will also receive—without charge 
—Value Line’s new -Report on the Upheaval in Metal 
Stocks, an analysis of the new opportunities and dan- 
gers in world metal markets... plus the New Value Line 
Summary of Advices on 1000 Major Stocks and 50 Spe- 
cial Situations, with Value Line’s objective measure- 
ments of Quality, Yield and Appreciation Potentiality. 


And for only $5 (less than half the regular rate) you 
will receive (a) the next 4 Weekly Editions of the Value 
Line Survey with full-page reports on each of 300 addi- 
tional stocks, (b) a new Special Situation Recommenda- 
tion, (c) 4 “Especially Recommended Stock-of-the-Week” 
Reports, (d) “What the Mutual Funds are Buying & 
Selling” (weekly), (e) “What Company Officers and 
Directors are Buying & Selling” (weekly), (f) Business 
and Stock Market Prospects (weekly), (zg) List of Best 
Stocks to Buy and Hold, (h) The Value Line Business 
Forecaster (weekly), (i) Weekly Supplements and (j) 
4 Weekly Summary-Indevxes including all changes in 
Rankings to date of publication. 





ALSO FREE with this offer: Arnold Bernhard’s new book (regu 
lar $3.95 clothbound edition publ. by Simon & Schuster.) 


“THE EVALUATION OF COMMON STOCKS” 


In this lucid book the research director of the Value Line Survey 
explains the principles behind Value Line’s methods why 
stocks are not always worth what they sell for how they are 
sometimes carried too high, sometimes too low by mass excitement 
how to project the normal value of stocks into the future 











To take advantage of this Special Offer 
fill out and mail coupon below 


Naive 





Address 





EE — Zone State 


Send $5 to Dept. FB-169Q 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & CO., Inc 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y 














HOW WOULD vou INVEST 


*6,000? 


Let’s say you have the problem of find- 
ing the best way to invest $6,000 (nice 
problem)! How would you do it? Per- 
haps you would like the safety of bonds, 
or perhaps you feel that you have enough 
knowledge of the market to try common 
stocks. Then again, your choice might be 
a small (very small) piece of real estate. 
Think it over... it isn’t easy to decide, 
especially if you really could use the ex- 
tra income from your investment. 


If you ever do have such a problem, we'd 
like to show you how hundreds of busi- 
nessmen from coast to coast have in- 
vested $6,000 cash and have experienced 
an average return of over $100 A WEEK 
on their investment. No gimmicks... 
just a sound business investment in a 
neighborhood coin-operated ECON-O- 
WASH laundry. An unattended franchis- 
ed ECON-O-WASH laundry takes up so 
little of your time that there's no thought 
of leaving your present job, so that 
$100.00 a week is extra income. With no 
obligation, send for our free booklet. It 
gives the fascinating ECON-O-WASH 
story in greater detail, and may show 
you the way to the most solid investment 
you will ever make. Write for: 


BOOKLET FB-115, SMALL EQUIPMENT SALES 
AMERICAN LAUNDRY MACHINERY IND. 
CINCINNATI 12, OHIO 








THE LUCKIEST $7 
| EVER SPENT 


By a Wall Street Journal 
Subscriber 


Not long ago I picked up my first copy 
of The Wall Street Journal. I expected 
dull reading. Imagine my surprise when 
I found some of the best articles I’d ever 
read! 

I sent for a Trial Subscription. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I read about new in- 
ventions, new industries and new ways 
of increasing my income. Also I got ideas 
on what to do to reduce living expenses 
and taxes. My Trial Subscription to The 
Journal cost me $7. It was the luckiest 


of dollars ahead already. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy 
delivery to you anywhere in the US., 
The Journal is printed daily in seven 
cities from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. 


FM 1-15 








|not “growth” 


$7 I ever spent. It has put me hundreds. +> + 


Pe 





Time To Look At Cyclical Stocks 


Hemnz Bret in a recent column 
(Forses, Dec. 15) talked about “un- 
wanted stocks” getting cheap. Cycli- 


| cal stocks for months have been “un- 


wanted” stocks. The business cycle 
has been against them. Earnings have 
been declining. Most of them are 
stocks, and most of 
them lack the glamour people have 
been seeking in issues representative 
of the electronics and advanced 
science industries. 

It is my opinion that traders and 
cyclical investors now should take 
a long look at equities of the type 


Current ind. Annual 
Price Dividend 
BUILDING INDUSTRY 
American Radiator 13 $0.80 
Carey, Philip 27% 1.60 
Carrier Corp. 3448 1.60 
National Gypsum 55% 2.00° 
Ruberoid 37% 2.00 
CHEMICALS 
Am. Potash & Ch. 42% 1.20 
Dow Chemical 74% 1.40* 
Du Pont 190% 6.75 
Monsanto 4558 1.00* 
U.S. Borax 40% 0.45 


COPPERS 
Anaconda 463 2.50 
Kennecott 77% 5.00 
Magma 42 3% Stock 
O’okiep 54% 6.98** 
Pheips-Dodge 487% 3.00 
MACHINERY 
Allis Chalmers 26 1.50 
Am. Brake Shoe 40 2.40 
Ex-Cell-O 35% 1.50 
Ingersoll-Rand 74% 4.00 
Joy Mfg. 391% 2.00 
PAPER 
Champion Paper 27% 1.20 
Fibreboard Paper 30M 1.30 
Rayonier 18 0.80" 
St. Regis Paper 34 1.40* 
Union Bag-Camp 34% 1.50 
RAILS 
Chi. Rock Island & Pacific 21% 1.20 
New York Central 17% 0.75 
Pennsylvania 12% 0.25 
Southern Pacific , 21% 1.12 
Southern Railway 50% 2.80 
Armco Steel 69 3.00 
Bethlehem Steel “in 42% 2.40 
Jones & Laughlin ~ 60% 2.50 
National Steel \ 87% 3.00 
U.S. Steel 79% 3.00 
MISCELLANEOUS 
Borg-Warner 37 2.00 
Dresser Inds. 23% 1.20 
Halliburton 45 2.40 
McGraw-Edison 33% 1.40 
Mack Trucks 35% 1.80 
Philco 19% 
Timken Roller 50 2.40 
U.S. Rubber 48 2.20 
Whirlpool 28% 1.40 
White Motor 44 2.00* 








SOME TYPICAL CYCLICAL STOCKS 


tabulated below. I 
reason: 1) that the 
business cycle is 
near a_ probable 
turning point, 2) 
that these stocks 
are way down 
while the glamour 






by L. O. HOOPER 





issues are way up and 3) that in- 
vestors this year will begin to look 
more at neglected values than at the 


over-romanced shares. 


The tabulation speaks for itself. It 


shows that 


many 


cyclical 


issues, 


while up a little from their lows, 





Approx. Cyclical 
Return Price 
6.2% 27% 
5.7 43% 
4.7 65% 
3.6 71 
5.4 48% 
2.8 66% 
1.9 100% 
3.5 278% 
2.2 56% 
1.1 76% 


5.4 87 
6.5 12912 
132 
12.9 80 
6.1 76% 
5.8 4012 
6.0 58 
4.2 41% 
5.4 109 
5.1 76% 
4.3 50% 
4.3 57% 
44 44% 
4.0 60% 
4.4 51 
5.6 50% 
4.4 4912 
2.0 30% 
5.1 25% 
5.5 60% 
4.3 8042 
5.6 59% 
4.1 89% 
3.4 9842 
3.8 108% 
5.4 50% 
5.2 57% 
5.3 92 
4.2 48% 
5.0 52% 
- 43% 
4.8 69% 
4.6 69% 
5.0 39% 
45 67% 


High 
Year 


1955 
1959 
1957 
1959 
1955 


1957 
1959 
1959 
1957 
1957 


1956 
1955 
1956 
1959 
1956 


1955 
1959 
1957 
1959 
1957 


1959 
1959 
1956 
1955 
1959 


1955 
1955 
1955 
1959 
1959 


1959 
1959 
1960 
1959 
1959 


1956 
1957 
1956 
1959 
1960 


1955 
1959 
1959 
1959 
1959 


* Plus small stock dividend. ** This dividend is irregular and no doubt will be smalier in 1961. 


1960 
low 


1l% 


27% 
49\~e 
31% 


33% 
70% 
178% 
35% 
30% 


43 

71% 
34% 
4814 
4342 


22 
35% 
2838 


29% 


24 

24% 
154% 
30% 
29% 


20% 
14% 
1058 
18% 
40 


57 
37% 
493% 


691% 


31% 
191% 
35% 


29% 


15% 
44% 
41% 


36 
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are selling at 20°, to 60% under their | 


former bull market highs. These 
stocks have been through a real bear 
market, and the investment public 
knows all the bad about them. The 


glamour stocks have been through a | 


tremendous bull market, and the in- 
vestment public knows all the good 
about them—and in most cases more! 

A word of caution, however, is in 
order. The stocks tabulated are not 
necessarily the best of their type to 
buy. They were selected as repre- 
sentative issues in the cyclical classi- 
fication and on no other basis. Fur- 
thermore, no intelligent investor will 
study this tabulation as he reads the 
Daily Racing Form. No stock neces- 
sarily is a buy because it is down 
more than the others, and a stock 
is not necessarily less attractive be- 
cause it has not gone down as much 
as the average equity in its category. 
Other things being equal, one of the 
easiest ways to be wrong is to buy 
a stock just because it offers a divi- 
dend return far above average. This 
tabulation should be used as a basis 
for further study, not as a finished 
catalog of value. 

Why should one think the business 
cycle is about to change? It seems 
to me 1) that business inventories 
now need replenishment, 2) that the 
recession now has been running long 
enough to correct many maladjust- 
ments, 3) that public spending is quite 
sure to pick up as a result of anti- 
recession measures already taken and 
about to be taken, 4) that the con- 
suming public has refrained from 
enthusiastic buying about as long as 
it will, 5) that more abundant and 
slightly easier credit will be stimula- 
tive. 

Which of the stocks tabulated seem 
most attractive? My choices (not 
necessarily in order of preference) 
would be Philip Carey, Carrier Corp., 
Anaconda, Joy Mfg., Champion Paper, 
St. Regis Paper, Jones & Laughlin, 
U.S. Steel, McGraw-Edison, Mack 
Trucks and Timken Roller Bearing. 

Incidentally, don’t write off the pos- 
sibility of an advance in the Dow- 
Jones industrials into the 650-670 area 
some time during the first half year. 
There are numerous cyclical stocks 
represented in this index. Thus, if the 
cyclicals go up and the consumer in- 
dustry shares hold fairly well, the 
Dow might even go to new highs. 

Among the stocks other than the 
cyclical issues which I like now, are 
Singer Mfg., American Tobacco, In- 
ternational Mining (radical specula- 
tion), Continental Insurance (at under 
65), American Telephone, Arizona 
Public Service, International Packers, 
Martin Co., Kerr-McGee Oil Indus- 
tries and Bendix Aviation. 


Forses, JANUARY 15, 1961 








How to make money make money 


Best way we know of for most people is to invest it in good 
common stocks. 

Why? 

For two fundamental reasons: 

(1) Because, on average, since the turn of the century, good 
common stocks have gone up a little over 3% a year in 
price... 

(2) Because nine out of ten stocks listed on the New York 
Stock Exchange are currently paying dividends that aver- 
age about 4% a year. 

We realize of course that you can’t buy “averages,” that past per- 
formance provides no proof of the future, and that some stocks did 
a lot better — some a lot worse — than the averages. 

Still those figures do give you some idea anyway of the risks you 
take in investing — the rewards you might expect. 

When it comes to just which stocks are best suited to you — your 
financial situation, your investment objective—our Research Depart- 
ment will be glad to help you make the most prudent selections. 

There isn’t any charge for this service, and you're not obligated 
in any way. Simply outline your over-all financial situation in a 
letter addressed to Joseph C. Quinn at — 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and other principal 
Stock and Commodity Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
135 offices in U.S., Canada and abroad 








The Market 
Outlook for 


1961 


136 Selected Stocks for Investment 








Our year-end Special Report contains both a general 
discussion of 1961 prospects and a list of 136 common 
stocks with returns currently ranging up to 6% or 
more (calculated on 1960 dividends). If you would 
like a free copy, just write or call for FM 34. 


HORNBLOWER & WEEKS 


40 Wall Street, New York 5, N.Y. Di 4-6600 


*Midtown: 400 Madison Ave., at 47th St. (17) PL 1-1900 
* Open Thursdays until 9 PM 


Members New York Stock Exchange and other Principal Stock Exchanges 
OFFICES COAST TO COAST 


The Hornblower Representative . 


is ready to help you | 
ad 



























































RESIDENTIAL BUILDING 


7 ISSUES RECOMMENDED 


A full-scale 
study of residen- 
tial building in 
our January 
Monthly Letter 
reveals that 1961 
could see the be- 
ginning of an up- 
surge in this in- 
dustry. Basic 
elements of strength are the contra- 
cyclical pattern of housing, a high 
level of income, and the start of an 
anticipated long uptrend in new family 
formations. Short-term positive factors 
include improved consumer buying 
attitudes, increased availability of 
mortgage funds and reduced interest 
rates. Our Letter recommends 7 build- 








ing stocks for capital-gain and discusses | absolute altitude of the stock market. 


the following important topics: 


POPULATION 


What do Government figures show 
about new family formations up to 
1975? What two types of househoids 
are now creating demand? 


INCOME 

What is the role of higher disposable 
income in accelerating overall demand 
for housing? How can dynamic growth 
in housing be achieved? 

CREDIT 

What about business capital expen- 
ditures and their impact on the mort- 
gage market? What recent legisla- 
tion has created a large potential 
source for mortgage funds? 


OUTLOOK FOR 1961 


What is shown by an analysis of some | 


of the cycles since the end of World 
War II? Which three important vari- 
ables will continue to influence housing 
cycles? What new construction tech- 


niques could provide a large increase | wae 
a, P & | market of the late Fifties. 


in demand for new housing? 

Our Letter also includes a continu- 
ously-reviewed list of over 150 favored 
stocks in other groups, with price, 
yield, dividend and 1959 and estimated 
1960 earnings on each. For your free 
copy of this Letter, now available to in- 
vestors, simply mail the coupon below 











GOODBODY &CO. 


ESTABLISHED 1891 


AND COMMODITY EXCHANGES 





OFFICES IN 41 CITIES 


Please send me without cost your 
Monthly Letter FJ-15. Please Print. 








| tion. 





STOCK ANALYSIS 





Changing Standards 


THE AIRPLANE PASSENGER does not have 
the foggiest notion of the altitude at 
which he is flying unless the pilot, 
equipped with reasonably accurate 
instruments, gives him this informa- 
Similarly, the great multitude 
of investors in the stock market have 
only a vague idea how high is high. 
In this case, however, there is no 
one who can tell. 

To be sure, there are many an- 
alysts, investment counselors and 
trust officers who know a great deal 
about securities, but, despite their 
knowledge and experience, all these 
people, in contrast to the pilot, have 
no instrument which measures the 


| It is not that they haven't tried to find 


an answer. There is so much money 
at stake that the effort is truly worth- 
while, but no mathematical formula 
and none of the chart systems have 


| produced satisfactory results. 


MEMBERS OF LEADING STOCK | 


2 BROADWAY, NEW YORK 4) 





Common stocks cannot be treated 
like poker chips where color, shape 
or size determine their value. Some 
point of reference, some yardstick, 
is required to measure at least rela- 
tive, if not absolute, values. Since the 
basic objective of investing is to obtain 
an income return (immediate or fu- 
ture), it is logical that the price of a 
stock be related primarily to earnings 
and secondarily to present dividends 
and net worth. But here comes the 
rub: there is no definite standard of 
unchanging validity. If investors had 
been guided in their market judgment 
by the standards of the Forties or 
early Fifties, they would have sold 
much too soon and probably have 
missed a major part of the great bull 


The accompanying table (see be- 
low) pictures this tremendous change 
in the valuation standards of earn- 
ings and dividends of the 30 stocks 
comprising the Dow-Jones industrial 
stock average, the steep rise in the 
price/earnings ratio and the sharp de- 
cline in dividend yields. 

A high price/earnings ratio usu- 
ally is based on the anticipation of 
higher earnings. Thus, a year ago. 
when the DJ hit its all-time peak 
of 685, it was estimated that 1960 








DJI's PERFORMANCE 


5-Year Average Price Earnings 
1946-1950 188 $21.95 
1951-1955 317 28.55 
1956-1960 546 32.73 
Year 1960 616* 32.00; 
*At year end. ‘Estimate 


by HEINZ H. BIEL 


earnings would 
exceed $40, a new 
record. That was 
a ratio of 17.1, 
which is high but 
perhaps not ex- 
orbitant. Actually, 
1960 net fell far 
short of this goal 





and _ probably 
amounted to about $32, so that at the 
end of 1960, despite the fact that the 
average was down 70 points, the price 
earnings ratio had risen to 19.2. At 


this level there seems to be little 
room left on the upside, unless earn- 
ings improve significantly. This is 
where the guessing begins. The first 
part of 1961 will almost certainly com- 
pare unfavorably with last year, and 
the final result will depend on 
whether and how soon the declining 
business trend will be reversed. 

I think it is essential to take a 
sober look at corporate profits. To 
those who pay little attention to these 
facts it will come as a shocking sur- 
prise to learn that the 30 DJ com- 
panies last year earned less than in 
1955, 1956, 1957 and 1959, and only 
about 4% more than in 1950 when 
the DJ high was a modest 235! To 
sum up: although our standards of 
stock valuation have proved exceed- 
ingly elastic in recent years, inves- 
tors should not have any illusion that 
stocks in general are cheap by any 
standard. 

When growth stocks fail to live up 
to the expectation of continuous rapid 
earnings growth, the stock market 
often exacts a severe penalty. Highly 
regarded Ampex Corp., for example, 
suffered a setback last year when in- 
stead of increasing, earnings all but 
faded away. In the case of Polaroid, 
even a mere slowdown in the rate of 
earnings growth caused a drastic mar- 
ket reappraisal with the price of the 
stock dropping some 60 points within 
two months. These wunderkinder are 
not infallible, and investors should 
remember this before being lured by 
romantic fantasies into paying out- 
landish prices for such stocks, espe- 
cially for companies which have all 
their eggs, more or less, in one basket. 

(CONTINUED ON PAGE 47) 








P/E 
Dividends Ratio Yield 
$11.43 8.6 6.1% 
17.39 11.0 $5 
21.41 16.7 3.9 
21.70t 19.2 3.5 
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4 AWAKENING “SLEEPERS” 
FOR LARGE 1961 GAINS 


Now Selling Under $30 


Basson Park, Mass.—Why is it that some people just can’t resist jumping into stocks at the “top” while 
others seem to step in at precisely the proper time to reap really large gains? 


It’s often a question of knowing how to spot “sleepers”—stocks which can rise sharply in both strong and 
weak markets—and then watching for the right time to buy. Unfortunately a “sleeper” can look, on the 
surface, just like any other stock. As a result many investors miss out on these large profits because they 
never learn how to detect them. For the man who knows the right signals to watch for, there are 
exceptionally large profits to be made. 


Large Profits Now Loom for the Investor rently selling under $30. 18-month profit objectives of 


- 91% to 114% have been set for these stocks. A few 
Who Can Identify an Awakening “Sleeper” = j,i hlichts from this Report are described below: 
There were few investors who sensed the broad 


“sleeper” gain of 1064% which was in prospect for Which 4 of These Stocks 


Texas Instruments in 1957, or the 501% advance that Promise Largest 1961 Profits? 
was ahead for American Motors in 1958. Yet for the Babbitt Ford Motor Ltd Nat. Union Elec 
investor who knew what to look for, there was con- British Pete Jamesbury Corp Northeast Air. _ 
vincing evidence that something “big” was brewing in Canada Dry Leer ine. F S. A. Gold & P. 
each stock. Catalin Corp. Muter Co. Stude.-Packard 
Conde Nast Nat. Bellas H. Webb & Knapp 
Dixon Chem. Nat. Homes Welbilt 


501 % PROFIT One of these stocks sells around $13. It appears to be one 
- of the most “striking” sleeper opportunities we have seen in 

ON AMERICAN MOTORS, a long time. Not too long ago, in the midst of general 
" e market weakness, it penetrated an exceptionally bullish 

SLEEPER 9-year trading base—twice the duration of the base formed 
by American Motors. There is far more than favorable 
chart action, however, to recommend this stock. A shift in 
management control has been followed by some important 
strides. After 4 consecutive years of deficits a sharp earnings 
increase appears imminent. In addition, a large block of 
this stock is closely held, and provides the impetus of high 
leverage to propel this stock upward as good earnings news 
is announced. 





A second under-30 “sleeper” performed remarkably well 
during the market’s 120 point decline—and actually ad- 
vanced in the face of it. This performance is even more 
meritorious than Texas Instruments’, which yielded briefly 
under selling pressure during the market's 100 point decline 
in 1957. This issue appears to be one of the most under- 
valued stocks on the market today. An 18-month profit ob- 
jective of 91% has been projected for this issue. 


a During the past 17 years the average advance of all 
Spear & Staff's supervised buy and sell recommenda- 
j tions—403 in all—has exceeded the Dow Jones Indus- 
diate | trials by 122.0% during the time held. This Special 
He teyyapgghlalteans Report has been prepared by the same organization 

that established this record. 


7 SPECIAL OFFER 











To prepare you for large 1961 gains, we will send you 
a copy of this new Report with a 2-week trial subscrip- 





Both had constructed a formidable trading base and thet Speer Market Letter for just $1. Mell coupon 
a chart pattern that revealed a bullish penetration on ¥- 
the upside to the accompaniment of large volume. 


mastuts for thie poodatte in edition te other “yovcbe SPEAR & STAFF inc. 


angles” that promised large profits. The potential was 
there for the investor who could identify it. But most 
didn’t recognize it until a large part of their advances 
had taken place. 


BABSON PARK, MASSACHUSETTS 


Yes, here is my $1. Send me at once your new Report, “4 
Awakening Sleepers for Spectacular 1961 Gains” with a 


| 2-week subscription to the Spear Market Letter. 
Because the ability to spot “sleepers” can prove highly ; ’ * tri 
profitable—and because bona fide “sleepers” are capa- | 0 St apsehed $E5 coe (Regular rate $20.) 
ble of large gains independent of general stock market | y ‘ 
action—the editors of the Spear Market Letter have NAME. 
now prepared an important and timely Report. It is | 
entitled “4 AWAKENING SLEEPERS FOR SPECTACULAR 
1961 Gatns.” Each of the stocks in this Report is cur- | 


STREET... 


CITY. , PEs 0 oss ccc cenewes 
(This offer open to new readers only.) 























CURRENT RATE 
ON INSURED SAVINGS 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation's largest savings 


and loan associations 
———e 


In 75 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
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$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 
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any month earn from the first of 
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| last two to three years.” 
| months later, with the Dow-Jones in- 


| this category. Accordingly, 
| column I want to spotlight a few 


INVESTMENT POINTERS 


Worth Noting 


EXACTLY one year ago to the day I 
wrote that, “I continue to believe that 


| the market is high and that it will be 
difficult to make gains in 1960 com- 


parable to those enjoyed during the 
Now, 12 


dustrial average and many individual 


| stocks quite a few points lower, the 
| time once again appears “ripe” to 

begin to change one’s strategy and 
| consider the purchase of good grade 


common stocks. Particularly worthy 
of attention are those companies that 
are leaders in industries with the best 
chance of rising sales and earnings 
during the period ahead. 

There are numerous industries and 
individual companies which fall into 
in this 


which appear to offer the best possi- 
bilities for appreciation, reasonable 
safety and a good return. With so 
much gloom and bearishness all 
about, this is not the time to run with 
the herd. Just the contrary. In my 
opinion, the careful investors will 
have a good year in 1961. 

With that in mind, it is time to 
take a close look at the steel stocks. 
Steel production has declined sub- 
stantially during the last year, having 
recorded the lowest levels in several 
years. However, I think the prices of 
leading stocks in this field have sub- 
stantially discounted the prevailing 
bad news (see table below for com- 
parative prices). Sharp reductions in 
inventories have occurred, and before 
too long this trend will be reversed. 
It is almost a sure bet that 1961 will 
show an improvement in the industry. 

It seems to me then that steel 
stocks would be especially attractive 
buys should some dividends be re- 


THE HARD HIT STEELS—— 


1959 1960 
high low 


Recent 


Allegheny Ludium 60 32 
Armco 80 57 
Bethlehem Steel 59 37 
Carpenter Steel 61 38 
Copperweld Steel 55 


Crucible Steel 
inland Steel 
Jones & Laughlin 
Lukens Steel 
National Steel 
Pittsburgh Steel 


Republic Steel 
Sharon Steel 

U.S. Steel 
Wheeling Steel 
Youngstown Sheet 











by J. DONALD GOODWIN 


duced and new 
lows occur in the 
weeks ahead. But 
that does not seem 
likely to occur. 

In the past, 
when the industry 
operated at around 
50% of capacity 
for a few months, a change for the 
better was almost always “just around 
the corner.” A recent statement by 
Arthur B. Homer, chairman of Beth- 
lehem Steel, appears most apropos: 
“The industry can look forward to a 
reasonably satisfactory year. I have 
no doubts as to the future of steel, 
just as I have no doubts as to the 
future of our economy as a whole. 
America is going to keep on growing 
vigorously, and the steel industry is 
going to continue to play a very im- 
portant role in the growth of our 
economy.” 

Among leading steel stocks which 
I consider attractive purchases on any 
reactions from present levels are the 
following: 

Armco is an important producer 
with plants located in the Midwest 
and South. Earnings last year are 
estimated at roughly 20% below the 
$5.21 per share earned in 1959 and, for 
1961, should recover to around $4.50- 
$4.75 per share. Thus the current $3 
annual dividend would appear secure 
A $95-million expansion program 
should augur well for the future ef- 
ficiency of the company’s facilities. 
Recent price, 69; yield, 4.4%. 

Bethlehem Steel is the second larg- 
est in the industry. It is fully inte- 
grated and is a leading producer of 
structural steel as well as the largest 
domestic shipbuilder. Capitalization 
consists of $149.5-million in funded 
debt, 933,000 shares of $7 preferred 
stock and 45.4-million shares of com- 
mon stock. Finances are very strong 
with working capital at the end of 
1959 amounting to $725 million. Earn- 
ings last year are estimated at $2.60- 
$2.75 per share vs. $2.44 per share the 
previous year. Hence, the current 
$2.40 annual dividend cannot be con- 
sidered safe, although it is believed 
that directors will make every effort 
to maintain it. During the last two 
years, the stock has held between 
59-38 and was recently selling near 
its lower limit, undoubtedly in an- 
ticipation of a dividend cut. The 
stock ought to be a good purchase 
in the middle 30s should it react to 
that level. Yield, 5.7%. 

Jones & Laughlin 


is the fourth 
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Opportunities in WARRANTS 


'f you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
market—then you should be interes 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the ony | praised and 

only full-length stu its kind—"'TH 

SPECULATIVE MERITS TOF ‘COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
ou should know about, send $2.00 to 


H. M. Associates, Dept &D> 











F-171, 220 Fifth Avenue, New 








York 1, N. Y. or send for 
free descriptive folder. 
Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 

independent judgment in helping to select 

the right stocks at the right time. Widely 

used by professional traders and investors 

— Making Market Profits—and Keeping 
em. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-83. 


MORGAN, ROGERS & ROBERTS, 
150 Broadway * 


Inc. 
New York 38, N. Y. 














THE FRANKLIN LIFE 
INSURANCE COMPANY 


The largest legal reserve 
stock life insurance company in the United States 
devoted exclusively to the underwriting 
of Ordinary and Annuity plans 


OUR SEVENTY-SEVENTH YEAR 


Dividend Notice 


The Board of Directors of The Franklin 
Life Insurance Company has declared 
a dividend on the capital stock of Fifty 
Cents a share payable January 31 
1961 to stockholders of record at the 
close of business January 13, 1961 
Dividend checks will be mailed 


Georce E. Hatmaker 
Secretary 


Springfield, Illinois, January 5, 1961 
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BUNANG POWER * SELLING PRESSURE 


in the Stock Marketi 
Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 


LOWRY’S REPORTS, Inc. 
Established 1938 
250 PARK AVE., NEW YORK 17, N. Y. 
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|cated in the Pittsburgh area. 


largest producer. The company is well 
integrated and secures three fourths 
of its raw materials from its subsidi- 
aries. The bulk of its capacity is lo- 
Sales 


| last year were around the $800-million 
| level and are expected to be slightly 


| five points below its net working cap- | 


above that in 1961. Thus a moderate 
improvement in earnings over the $4 
per share estimated for 1960 is looked 
for this year. The annual dividend of 
$2.50, which has been paid since 1958, 
should be secure. As is true of most 
of the major steel producers, JL has 
spent substantial sums for expansion 
and modernization, so that its long- 
range earnings picture would appear 
favorable. The stock is down substan- 
tially from its high of 89 reached in 
1959 and would appear attractive for 
capital appreciation. 

Sharon Steel recently sold at its 
lowest level since 1950 and is sug- 
gested only as a speculation for those 
readers willing to assume the risks 
involved. Earnings are extremely 
poor, being estimated at around 75c- 
$1 for last year. The stock, however, 
would appear to offer speculative pos- 
sibilities for eventual price recovery 
inasmuch as it was recently selling 


ital per share of $26 (as of 12/31/60). 

U.S. Steel is one of the largest in- 
dustrial enterprises in the world with 
activities c”asisting of steel making 
(28% of U al), cement, mining, 
shipping an 


The compan, very strong finan- 


cially and has the finest management | Beck 


in the industry. Last year’s earnings 
are estimated at around $5.20 per 
share vs. $4.25 per share in 1959. An 
improvement is looked for this year, 
perhaps close to $6 per share. The 
stock reached 108 in 1959; it subse- 
quently declined to a low of 69 in the 
second half of 1960. It recently recov- 
ered to around 79, where the yield is 
about 4° 
dividend. The company’s 
department is working diligently to 
improve existing products and to 
bring out new ones. Purchases on re- 
actions should work out favorably on 
a long-term basis. Some 530 institu- 
tions recently held the stock. 
Youngstown Sheet & Tube’s earn- 
ings are estimated between $7-$7.50 


per share in 1960. A similar figure or | 


a little better should be attained this 
year, so that the annual $5 dividend 
would appear safe.’ The stock is down 
substantially from its 1959 high of 148, 


so that its recent price of 94 would ap- | 


| pear most attractive for income and 


moderate appreciation. The company | 
|is the sixth largest producer and is | 
|fully integrated, with plants located | 
in Chicago and Youngstown. Sales are | 
| currently around $580 million and | 


could exceed $600 million this year. 
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Yes—Polaroid once sold over-the-counter 
at $10 Rer share. I.B.M. once sold for $6 per 
share. Now you can discover the ‘‘blue chips 
of tomorrow’’ in their proving ground of to- 
day with the aid of our... 


NEW!! UNIQUE!! 
CHARTCRAFT 
0.T.C. REPORT 


Here is a field completely overlooked by 
the average investor he over-the-counter 
market is your opportunity to discover little 
known, sound growth stocks. With point and 
figure analysis guiding you, you will be able 
to pick low priced stocks getting ready for 
thelr upward move. 


POINT & FIGURE 
FINDS SLEEPERS 


It is very simple to use the weekly Chart- 
craft O.T.C. Service—you need not chart 
these stocks, although we give weekly price 
changes if you do. The report covers over 
200 stocks—also gives you our stock of the 
week as well as several other selections. 
When Chartcraft recommends a stock we 
tell you at what price to buy, at what price 
to sell and a trend reversal point which is 
similar to a stoploss point 


SEND FOR YOUR $10.00 TRIAL TODAY 
AND FREE CHARTCRAFT BOOK 
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and receive our 64-page Chartcraft book out- 
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COMMODITY 
PROFITS 


Based on low margin requirements, commodity fu- 
tures provide 14 times the profit possibilities of 
common stocks. Our weekly futures service helps 
you to increase capital and income in these fast- 
moving markets; to safeguard funds with stops; 
to use tax-saving helps. Send for free booklet and 
recent trading bulletins today. 
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LONGISLAND LIGHTING COMPANY, 





QUARTERLY 
DIVIDEND 





COMMON STOCK 


The Board of Directors has de- 
clared a quarterly dividend of 
35 cents per share payable on 
the Common Stock of the Com- 
pany on February 1, 1961, to 
shareholders of record at the 
close of business on January 
9, 1961. 

VINCENT T. MILES 


Treasurer 


December 28, 1960 
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TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 
Under New Management 3 


CHANCES are that by the time you read 
this you will have waded through a 
small flood of “Forecasts For 1961” 
and are now left with a general im- 
pression that the 1960-61 business de- 
cline should end in the second or third 
quarter of the year. Few observers 
have tried to convince you that a 
sharp uptrend into 1962 is probable, 
some have warned you that a longer 
and deeper recession remains a possi- 
bility. On balance, you will have 
found the consensus pretty lukewarm, 
as though most of the forecasters 
would much prefer to err this time 
on the side of conservatism. 

No doubt this is very salutary, but 
how much can you do with it in a 
practical sense? Recession-resistant 
stocks are no longer particularly 
cheap. The same is true, only more so, 
of the popular high-growth stocks. 
And the open season for bargain hunt- 
ers on victims of recession-plus-tax- 
selling closed with the final tax-loss 
sale on December 30. So it may be 
time to look at a specialty number. 

Because it offers a nice mixture of 
accomplished fact and wide-open pos- 
sibilities, both on fundamental and 
technical grounds, The Street finds 
strong speculative appeal in Com- 
mercial Solvents (CV. about 22). This 
is an old-timer that has had more 
than its share of rough going since its 
stock hit a 1929 high at 70 and a 1932 
low at 34%. After rebounding to over 
40 in 1933, CV has never been able to 
get more than fractionally above 35 
in any bull market since. Actually, it 
can be described as still in a long- 
term down-trend from the 1929 high 
(the Dow-Jones industrials bettered 
that mark in 1954), and, strictly speak- 
ing, this trend cannot be considered 
clearly reversed until Solvents rises 
beyond its 1952 high, that is, to 36 or 
better. What intrigues me about the 
situation is the possibility that such a 








POINT & FIGURE CHART: : 


45 
COMMERCIAL SOLVENTS 











broad trend rever- 
sal may be in the 
making. 

Certainly the 

fundamentals have 
undergone a sharp 
change. This be- gt 
came clearly ap- 
parent in mid- 
1960, when a new and apparently 
aggressive management sold the com- 
pany’s antifreeze and automotive 
chemicals division, which had been a 
drag on earnings for years. As a re- 
sult, 1960 sales were probably down 
to about $63 million from 1959's $70 
million, but net per share should be 
up from $1.02 to an estimated $1.65. 
Thus, the stock now sells for about 
13-14 times probable 1960 earnings, 
which seems a fair price for manage- 
ment’s success to date in extracting 
greater profitability from existing 
facilities. (These now produce a va- 
riety of agricultural and industrial 
chemicals, animal nutrients, pharma- 
ceuticals, and carbon black.) 

However, indications are that man- 
agement is not content to stop here 
Solvent’s working capital should now 
be excessive at probably half of last 
years sales volume and could help 
implement a “five-year” plan under- 
stood to envisage $35-$45 million in 
capital expenditures. This would equal 
about $12-$16 per share of common, 
whose book value was last reported 
at around $16 a share (end of 1959, 
and including the antifreeze division). 
Expansion is apparently contemplated 
internally as well as through acquisi- 
tions. Of course, what it will yield in 
additional earnings remains to be seen. 
but some kind of continued improve- 
ment can now be reasonably 
pated. 

In other words, the “new” 
is a speculation on further manage- 
ment successes and on the market's 
willingness to pay a rising earnings 
multiple for rising earnings of a re- 
vitalized company. There is in Sol- 
vents a sort of open-end potential for 
the speculative imagination, which is 
why I think the fundamentals could 
support a reversal of the stock’s long- 
term downtrend. 

On the technical side, we can draw 
some interesting conclusions from the 
Point & Figure chart reproduced 
(left). What leaps first to the eye is 
the sharp rise from 15 to 25 in May 


antici- 


Solvents 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange 
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TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how 
Barron’s National Business and Financial 
Weekly gives you complete financial and 
investment guidance—the equivalent of 
numerous special services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 

Everything you need to know to help 
you handle your business and investment 
affairs with greater understanding and fore- 
sight . . . the investment implications of cur- 
rent political and economic events, and 
corporate activities ...the perspective you 
must have to anticipate trends and grasp 
profitable investment opportunities . . . the 
knowledge of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. Compactly 
edited to conserve your time, yet keep you 
profitably informed. 

No other publication is like Barron’s. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you. 

Try Barron’s and see for yourself how 
this complete weekly financial news service 
gives you money-making, protective in- 
formation you need in managing your busi- 
ness and investments wisely, profitably, in 
the eventful weeks ahead. 

Only $5 for 17 weeks’ trial; full year’s 
subscription only $15. Just send this ad 
today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-115 
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and June of last year (see column 3), 
clearly a response to the sale of the 
antifreeze business and recognition 
of its implications. In terms of tech- 
nical analysis, this rise reversed the 
downtrend from the 1952 high (35). 
It also completed a reversal base 
spanning seven columns on the 17 
level (columns 2 to 3) and thus sug- 
gests, by P&F standards, a major- 
uptrend potential of seven price units, 
indicated by the target (shaded circle) 
on the 31 level. 

The swiftness of the May-June rally 
left the stock vulnerable to general 
market weakness and was corrected 
by a setback to 18 in September-Octo- 
ber. Demand was quite persistent at 
that price, and, against a background 
of improving earnings, I find it diffi- 
cult to envisage a decline below this 
so-called support level, at least over 
the near or intermediate term. 

Beyond indicating the possible car- 
rying power of a prevailing major 
uptrend, the target at 31 holds more 
far-reaching implications. You will 
no doubt realize that an extension of 
this trend to or over 27 would com- 
plete the entire price action evolved 
since 1952 as a materially larger re- 
versal base, which would span 14 col- 
umns on the 17 level (between col- 
umns 1 and 3). Speculating on the 
eventual completion of this larger 
base through an extension of the pres- 
ent major uptrend, we can thus place 
a tentative target (unshaded circle) 
on the 45 level to suggest the poten- 
tial carrying power of an emerging 
longer-term uptrend. By reaching 
above the 1952 high (and above the 
old 1933 high as well), this target im- 
plies that a reversal of the long-term, 
post-1929 downtrend can result from 
the technical position established by 
last year’s rise to 25. 

Please bear in mind that this is 
strictly a long-haul speculation. How- 
ever, there should be ample room for 
further major-trend appreciation from 
current (late December) price levels, 
even if the stubborn resistance to ear- 
lier major uptrends near 35 should 
once more prove impregnable. More- 
over, assuming that at least our majo1 
uptrend thesis is correct, the stock 
should prove to be a useful medium 
for the intermediate-trend trader as 
well. Broadly speaking, it is possible 
to visualize a trading swing from the 
lower 20s to the resistance zone at 
26—29; a subsequent reaction back 
to or somewhat below 25; and then, 
after a resting period, and granting 
a generally favorable market climate, 
another intermediate uptrend to the 
lower 30s. Naturally, this sort of pro- 
jection needs to be revised in light 
of the price movement as it actually 
unfolds. 
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4'%% Current Annual Rate 











Profits in 


SOYBEANS 


An especially attractive profit oppor- 
tunity appears to exist in the current 
soybean market—one that could easily 
give you a $500 to $1,000 profit on a 
$500 investment. 


For a full explanation of this profit 
opportunity and how you can take ad- 
vantage of it, send today for our spe- 


cial soybeon situation appraisal. 


In addition to this special situation 
appraisal you will receive a two-week 
complimentary subscription to our com- 
modity service—which is in its twenty- 
first year and one of the most widely 
read commodity advisory services. 


THE KELTNER STATISTICAL SERVICE 
1004 Baltimore Ave., Dept. F-12 
Kansas City 5, Missouri 


Enclosed is $1 for your special situation 
oppraisal on soybeans. | understand this 
oppraisal will be air mailed to me by 
return mail—also that your regular com- 
modity letter for the next two weeks will 
be sent to me when issued 


Name 
Address 
City & State 


| balanced 


| Boston, 











Weystone 


For CURRENT INCOME 
(J Income Fund K1 
(0 Lew- Priced Bond Fund B3 
© Discount Bond Fund B4 
For INCOME with GROWTH Possibilities 
0 High-Grade Common Stock Fund S1 
C) Income Common Stock Fund S2 
For CAPITAL GROWTH Possibilities 
(C0 Growth Fund K2 
(0 Growth Common Stock Fund S3 
(CJLower-Priced Common Stock Fund S4 
(—) Keystone Fund of Canada, Ltd. 
Qs For FREE Prospectus describ- 
ing any of these Funds, check above, clip 
and mail this ad with your name and 
address to Dept. G-35 


THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Mass. 











Getting Your Dollars’ Worth In 


MUTUAL FUNDS? 


The only publication of its kind. FundScope 
spotlights news and items out of the ordinary 
. . digests information, provides special features. 
unusual facts and current performance data on 
232 mutual funds and investment companies .. . 
gives money-saving suggestions on how to pur- 
chase these supervised investments .. . helps you 
et the highest income end capital appreciation 
rom your investment dollar 

Discover for yourself how proven research and 
analysis can help you select the best Fund for 
your needs. Send just $2 today for a 3-months 
trial, now offered at a 60% introductory discount 
to new subscribers only. FundScope does not sell 
mutual funds. No salesman will call. 


FundScope Dept. F 


470 S. San Vicente Bivd. 
Los Angeles 48, Cal. 


THE FUNDS 


Performance: 


FACTS & FIGURES 





SPARKED by the traditional year-end 
rally on Wall Street, stock values sur- 
vived the rigors of 1960 in rather good 
order, all things considered. How well, 
then, did the nation’s big mutual 
funds fare? Not unexpectedly, it de- 
pended on what 
kind of fund you 
had your money 
in. Like umbrella 
salesmen in a rain- 
storm, every one 
of the five largest 
funds 
Mu- 
Wellington, 
Putnam 
and Eaton & How- 
ard) not only outperformed the aver- 
ages, but actually wound up the year 
with asset values per share somewhat 
higher than when they started. 

No Big Switching. The biggest gain- 
er among the balanced funds was 
the George Putnam Fund of Boston, 
with a 5.7% gain in net asset value 
(adjusted for capital gains distribu- 
tions) over the year before. This, de- 


(Investors 
tual, 


t:eorge Putnam Jr. 


spite the fact that Putnam did little | 
in the way of switching investment | 


assets from common stocks to more 
stable bonds and preferred stocks as 
many another balanced fund did last 
year. “At the end of 1960 we had 
about 66.7°% of our assets in common 
stocks,” 
Jr. early this month. 


ings were at the end of 1959.” 

By contrast with the balanced 
funds, among the five largest common 
stock funds (Massachusetts Investors 
Trust, Investors Stock, Affiliated, 
Fundamental and United Accumula- 
tive), four wound up the year with 
lower net asset values per share. But 
none of these did conspicuously worse 
than the averages. Hardest hit: Fun- 
damental Investors, with a 4.7% 
on the year (adjusted for 
gains). 

One of the top five stock funds, 
however, not only held its own but 
ended up the year with a modest gain. 
This was New York-based Affiliated 
Fund, whose net asset value per share 
climbed 2% in 1960. President Har- 
ry I. Prankard II had neatly timed 


the liquidation of shares in capital | 
and other | 


goods producers, autos 
durable goods makers, for example. 
At year’s end, his two biggest hold- 


ings were in public utilities and bank | 


stocks—both of which did relatively 











MISSILES 


..one of the activities 
this Mutual Fund invests 
in for growth possibilities. 


Others include; Elec- 
tronics, Rocket Fuels, 
Space, Atomic Energy, Oil 
& Gas, Utilities and other 
activities related to the 
energy fields. 


WO COMMISSION OR SELLING CHARGE 
of any kind. Shares are 
offered at net asset value. 

Send for Free Prospectus Write Dept. F 
Distributor 





said Trustee George Putnam | 
“That’s just | 
about where our common stock hold- | 


loss | 
capital | 





RALPH E. SAMUEL & CO. 
Members of N. Y. Stock Exchange 
2 Broadway, N. Y. 4, N. Y. 
Tel. Digby 4-5300 











~ Ty. ROWE PRICE | 


GROWTH STOCK 
FUND, IHC. 


[W) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 


Dept. B 
2 10 Light Street Baltimore 2, Md. 








y, 


DON'T QUIT SMOKING 


|... Before Giving My Pipe a Trial! 
New principle that contradicts every idea you've ever 





had about pipe it to smoke cool 
and mild hour after hour, day after day, without rest 
| without bite, bitterness or sludge. To prove — I'll let 





ou a new C Send name today for m 
REE complete trial offer. Write to: E. A. CA 
1920 Ave., Dept.206-A, 40, mm. 
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well in the stock market’s cross cur- | 


rents last year. “But,” sighed he 
early this month, “the search for at- 
tractive issues is getting tougher.” 
Sales Promotion: 


BRAVE NEW WORLD 


For catching shareowners by the ear, 


it will be hard for other mutual fund 
men to outdo John M. Templeton, 
president of Nucleonics, Chemistry & 
Electronics Shares and of the distribu- 


tors of Corporate Leaders Trust Fund. | 
To a total of 37,000 shareowners in the | 
two funds, Templeton last month | 


mailed annual reports that came in 
two parts: part one, the regular print- 
ed booklet report required by law; 
part two, a plastic phonograph record 
carrying a five-minute pep talk by 
Templeton himself. Says William Dam- 
roth, who heads up the sales effort: 
“We have to let the shareowners know 
we are people much like themselves.” 


Regulation: 
TIME MARCHES ON 


In mid-1958, the Securities & Ex- 
change Commission began a study 
designed to show what effects, if any, 
the mutual funds were having on the 
general securities market. Originally, 
the study was to have been completed 
in 1959. Hampered by lack of money, 
among other things, the study was 
delayed, but experts at the University 
of Pennsylvania’s Wharton School 
(doing the basic research for the SEC) 


expected to have a report in the Gov- | 


ernment’s hands last summer. As 1961 


began, the SEC still had not received | 


the complete report. The new target 
date, summer 1961. “But,” said one 
SEC official, “we’re not sure.” 
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hw Would you spend just $20 


® for investment success 


WW 


LLLP SAAALSLLTALAS 


iW 
FINANCIAL 
WORLD 


in critical 1961 ? 


Just $20 a year is all it costs to join some 65,000 investors who have learned 
to depend—come what may—on the facts and guidance they get from 
FINANCIAL WORLD and its Added Services for the margin of safety and 


profits they want for their investments. 


That’s because FINANCIAL WORLD is focused on bring- 
ing you Sound Stock Values, providing continuous 
direction on hundreds of issues. You also get detailed 
reports on selected securities . . . company and in- 
dustry surveys showing comparative stock merits . 
market outlook . . . developing trends . . . supervised 
groups of issues for every investment goal . . . special 
stock studies for action now . . . everything you need 
to make the best possible decisions regarding your 
securities in any kind of market. 


Your ‘20 Brings You... 


52 issues of FINANCIAL WORLD— 


America’s Pioneer Investment Weekly 
(Cost at newsstands, $26) 


Plus these ADDED SERVICES at no added cest: 


EACH MONTH for 12 months a supplement of INDEPENDENT Ap- 
PRAISALS of up to 1,800 listed stocks, detailed digests of prices, 
earnings, dividends—plus our own Ratincs of investment value 
(Similar guides cost up to $24 a year.) 


“STOCK FACTOGRAPH"’ MANUAL—320-page indexed review giv- 
ing 55,000 pertinent facts that highlight the good and bad points of 
2,000 companies and their securities. A ready reference of indis- 


pensable value. (Thousands sold separately at $5.) 


ADVICE-BY-MAIL as often as once a week for 52 weeks—our best 
opinion on whether to buy, sell, hold any stock you inquire about 
that interests you at the particular time. (Not available alone at 
any price.) 


BONUS—IF YOU ACT NOW 


You will also receive with your subscription, 
as our 58th Anniversary Gift, this new 72- 
page handbook to profits “Your Step-by-Step 
Guide to Investment Success."’ Not available 
for sale at any price. 


YOU RISK NOTHING 


If this sounds like $20 that will increase your income, improve your 
portfolio and assure investment success . . . just return the coupon 
with your check. (A 6-months’ trial offer also includes the bonus 


and all the above services for only $12.) 


Check your preference. 


\ Either offer carries an absolute money-back guarantee if not satis- 


fied in 30 days. 


Investment 


Dept. FB-115, 17 Battery Place 
New York 4, N. Y. 
For payment enclosed send me a Free 


Copy of “Your Step-by-Step Guide to 
Success” 


and enter my 


order for the following: 


| © 1 year of Frvanctat Wort, including “Independent Appraisals,” “Stock 


Factograph” Manual, and Advice-by-Mail service—al 


for $20 


0 6 months of Frnancrat Wort, including all the above—for $12 


Name 
Address 


City Zone 


State 
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NEW BOOK explaining: 


INDUSTRIAL 
OPPORTUNITIES 


Treasure Chest Land 

the UTAH, IDAHO, 

COLORADO, WYO- HBIDE'T, 

MING area so rich 

in natural resources. POW ER 
& LIGHT 

C0. 





Write for FREE COPY 
Box 899, Dept. N 
Salt Loke City 10, Utoh 


Inquires held in strict confidence. 








INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters. 
Pay only actual market price. 


Save From ‘3 to '2 Write for Catalog 46 


EMPIRE piamonn corr. 


Empire State Bidg., Sth Ave., at 34th St., N.Y. 


FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 
The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day declared the following quarterly 
dividends 
SO0¢ per share on Common Srock. 
28%4¢ per share on the 4.6% 
Cumulative Preferred Stock 
m Stock dividends are payable 
ckholders of 
ness Decem- 


ta, New Jersey 














Dividend Notice 


The Board of Directors of Northern 
Pacific Railway Company today de- 
clared a quarterly dividend of 55 cents 
per share on the outstanding capital 
stock of the Company, payable on 
Jan. 31, 1961, to holders of record at 
the close of business on Jan. 10, 1961. 


A. M. GoTTscHALD 
Secretary 


Dec. 8, 1960 








LURIE 


(CONTINUED FROM PAGE 34) 





| Goss-Dexter, Singer Mfg., United Air 


Lines and Universal Cyclops Steel are 
illustrative of these thoughts. Each 
of these companies has its own par- 
ticular claim to fame, apart from the 
prospect of earnings improvement in 
1961. Note the following discussion 
concerning two of those mentioned. 
Others will be covered in a later 
column. 

Electric Storage Battery, around 
50 and paying $2, interests me even 
though 1960 earnings probably will be 
a little less than the $3.63 per share 
reported in 1959. Apart from the 
fact that non-recurring plant expenses 
explain the decline, I’m impressed 
with the fundamental change for the 
better in both the character of the 
business and the management. Sure, 
the company basically still is a 
storage battery manufacturer. But 
automotive demand, including re- 
placement, now represents only 25% - 
30% of total sales as against some 
60°. a few years ago. Original equip- 
ment demand as such accounts for 
only 10% of total volume, which 
means sales depend on many things 
other than new car demand 

Significantly, the change from a 
two-division business to one with 
three divisions serving different major 
markets has come about not by cut- 
ting automobile lines but by adding 
others. If the general economy is as 
good as I believe it will be, 1961 could 
show a record high. 

Singer Mfg., around 65 and paying 
$2.20, is an old favorite and the 
reasons are as good now as they were 
before. With almost half of sales 
coming from outside the U.S. and 
Canada, the company is a natural 
beneficiary of the world-wide “push” 
to a higher standard of living. A new 
management has awakened the sleep- 
ing giant, and the full benefits of a 
diversification and rehabilitation pro- 
gram still lie ahead. Many changes 
have been made and more are to 
come. While Singer’s return on its 
investment is low, the big thing is 
that the company has a new sense of 
direction. Last year’s earnings should 
be in the $4.25-$4.50 per share area 
as compared with $4.12 the previous 
year, including a 65c non-recurring 
profit. I think this is an excellent 
showing, bearing in mind that sewing 
machine follow the appliance 
cycle 


sales 





PHOTO CREDITS 


George Lock Studios 
Walter Sanders 


Page 17: 
Page 30: 














BOSTON EDISON 
COMPANY 


Preferred Dividend 


A quarterly dividend of $1.06 
per share has been declared 
payable on the first day of Feb- 
ruary 1961 to stockholders of 
record at the close of business on 
January 10, 1961 of the Com- 
pany’s Cumulative 
Stock, 4.25°% Series. 


Preferred 


Preferred Dividend 


A quarterly dividend of $1.19 
per share has been declared 
payable on the first day of Feb- 
ruary 1961 to stockholders of 
tecord at the close of business on 
January 10, 1961 of the Com 
pany’s Cumulative 
Stock, 4.78°% Series. 


Preferred 


Common Dividend No. 287 


A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de 
clared payable on the first 
day of February 1961 to stock 
holders of record at the close of 
business on January 10, 1961 

Checks will be mailed from 
Old Colony Trust 
Boston. 


Company, 


ALBERT C. McMENIMEN 


Treasurer 


Boston, December 22, 1960 











PREVENT CRIPPLING DISEASES 


PLEASE SAY YES TO THE 
AeW MARCH OF DIMES 


BIRTH DEFECTS * ARTHRITIS * POLIO 
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(CONTINUED FROM PAGE 38) 


J. Ray McDermott (3134) is the 
leader in the field of specialized engi- 
neering and contracting services for 


the oil and gas producing industries. | 


Its operations are worldwide. At 
present the stock, although selling 
nearly 50% below its 1959 high, may 
still not appear cheap in relation to 
the reduced level of earnings which 
reflects partly narrower operating 
margins, partly heavy charges in the 
oil and gas division and partly ex- 
penses for expanding foreign opera- 
tions. However, despite low earn- 
ings at the beginning of the fiscal year, 
results for the period ending March 
31 should approximate $1.30 a share 
or about the same as the year before. 
Besides, even at a most conservative 
valuation the company’s natural gas 
reserves should be worth a great deal 
more than $28 a share. 

It is understood that McDermott 
expects shortly to conclude a major 
engineering and construction contract 
for Japanese oil companies which 
should lift earnings sharply abeve the 
present level, with profits of $4 a 
share or more a distinct possibility 
for 1962. The company pays cash divi- 
dends at the rate of 60c a share; in 
addition, stock dividends of 10°; were 
paid in 1959 and 1960. The stock has 
considerable attraction on a specula- 
tive basis. 

The food processing companies 
have been enjoying exceptional popu- 
larity in recent months. Price/earn- 
ings ratios of well over 20 times are 
commonplace for stocks like General 
Foods, Borden, Campbell Soup and 
the like. These are excellent compa- 
nies and very sound investments, but 
how much further can these stocks go 
after having just about doubled dur- 
ing the past two years? 

By comparison, Central Soya Co. 
(26), leading processor of soybeans 
for animal feed, appears distinctly at- 
tractive, although it lacks the high 
investment rating and stability of the 
prominent food companies. Central 
Soya suffered a sharp earnings set- 
back in its 1959-60 fiscal year. Net 
income per share fell from a record 
high of $2.52 to $1.50 (due to adverse 
agricultural economic conditions) , and 
the price of the stock declined from 
3934 to 20%s. Conditions have greatly 
improved, and current year profits 
should again approach and may ex- 


ceed $2 a share. The present dividend | 


rate of $1.10 provides a return of 
4.2°,; it has been augmented by 2% 
stock dividends in each of the past 
four years. At its present level, the 
stock is suitable for investment. 


ForBes, JANUARY 15, 1961 
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NEXT ISSUE: 
Tempered by the Times—lIt is a trying time for the steel industry, and no 
single company has so much at stake as giant U.S. Steel. For a penetrating 


look at what “The Corporation,” the world’s biggest steelmaker, is doing to 
adjust to new and tough realities, see Forses next issue 


Forses, 70 Fifth Avenue, New York 11, N.Y F-1213 


” 
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[) New ) Renewal 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


If, in order to succeed in an enter- 
prise, I was obliged to choose between 
fifty deer commanded by a lion, and 
fifty lions commanded by a deer, I 
should consider myself more certain 
of success with the first group than 
with the second. 

St. VINCENT DE PAUL. 


The love of liberty is the love of 
others; the love of power is the love 
of ourselves. —Wiii1am Hazzirt. 


Walking brings out the true char- 
acter of a man. The devil never yet 
asked his victims to take a walk with 
him. You will not be long in finding 
your companion out. All disguises will 
fall away from him. 

JOHN BURROUGHS. 


It is not half as important to burn 
the midnight oil as it is to be awake 
in the daytime. —L. W. EL_more. 


There are but few proverbial say- 
ings that are not true, for they are 
drawn from experience itself, which is 
the mother of all sciences. 

—CERVANTES. 


A good scare is worth more to a 
man than good advice. E. W. Howe. 


The that can absorb the 
greatest number of facts, and persist 
in doing so, generation after gener- 
ation through all changes of opinion 
and detail, is the one that must rule 
all observation. JoHN WEIsS. 


theory 


There is only one way to get ready 
for immortality, and that is to love 
this life and live it as bravely and 
faithfully and cheerfully as we can. 

Henry VAN DYKE. 


What is called generosity is usually 
only the vanity of giving: we enjoy 
the vanity more than the thing given. 

La ROCHEFOUCAULD. 


A man that studieth revenge keeps 
his own wounds green. 
FRANCIS BACON. 


evils in 
government. Its evils exist only in its 
If it would confine itself to 
protection, and, as Heaven 
does its rain, shower its favors alike 
on the high and on the low, the rich 
and the it would be an un- 
qualified blessing 


There are no necessary 


abuses 


equal 


poor, 


ANDREW JACKSON. 


It will generally be found that those 
who sneer habitually at human na- 
ture, and affect to despise it, are 
among its worst and least pleasant 
samples. -CHARLES DICKENS. 


Whenever you are angry, be as- 
sured that it is not only a present evil, 
but that you have increased a habit. 

—EPICTETUS. 


The real price of everything is the 
toil and trouble of acquiring it. 
-ADAM SMITH. 


B. C. FORBES 


Opportunity knocks as often 
as a man has an ear trained to 
hear her, an eye trained to see 
her, a hand trained to grasp her, 
and a head trained to utilize her 


Ideals are the world’s masters. 
-J. G. HoLvanp. 


There is no man so good, who, were 
he to submit all his thoughts and ac- 
tions to the laws, would not deserve 
hanging ten times in his life. 

—MIcHEL DE MONTAIGNE. 


No one grows old by living—only by 
losing interest in living. —Martre Ray. 


Felicity, not fluency of language, is 
a merit. E. P. WHIPPLE. 
No leader, however great a per- 
sonality he may be, is as important 
to a people as their own intellectual 
development. GeorGe W. RUSSELL. 


Well done is better than well said. 
BENJAMIN FRANKLIN 


Imagination, where it is truly cre- 
ative, is a faculty, not a quality; its 
seat is in the higher reason, and it is 
efficient only as the servant of the 
will. Imagination, as too often under- 
stood, is mere fantasy—the image- 
making power, common to all who 
have the gift of dreams. 

—JAMES RUSSELL LOWELL. 


The world is governed more by ap- 
pearances than by realities, so that it 
is fully as necessary to seem to know 
something as to know it. 

—DanieEL WEBSTER. 


If we would guide by the light of 
reason we must let our minds be 
bold. —Lovuis D. BRANDEIS. 


A clock that has no fallibility is 
singularly unattractive to us as a 
timepiece. We doubt that we could 
live with a clock that was always 
right, any more than with a person 
who was always right.—E. B. Wuire. 


Revolutions have never lightened 
the burden of tyranny: they have 
only shifted it to another shoulder. 

—GeorGE BERNARD SHAW. 


Never value anything as profitable 
to thyself which shall compel thee to 
break thy promise, to lose thy self- 
respect, to hate any man, to suspect, 
to act the hypocrite, to desire any- 
thing which needs walls and curtains 

—Marcus AURELIUS. 


The greatest firmness is the greatest 
mercy. 
—Henry WapswortH LONGFELLOW. 


It is easy to be heavy; hard to be 
light. —G. K. CHESTERTON. 


Eighty percent of our criminals 
come from unsympathetic homes. 
—Hans CHRISTIAN ANDERSEN. 


Fishing is the chance to wash one’s 
soul with pure air. It brings meek- 
and inspiration, reduces our 
egotism, soothes our troubles and 
shames our wickedness. It is disci- 
pline in the equality of men—for all 
men are equal before fish. 

HERBERT HOOVER 


ness 


It is a poor and disgraceful thing 
not to be able to reply, with some de- 
gree of certainty, to the simple ques- 
tions, “What will you be? What will 


you do?” JOHN FOSTER 


If you listen to the neverdo’s, it’s 
never done. Davin Lioyp GEORGE 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by W. W. Rundell, Chi 
cage Ill. What's your favorite 
text? A Forbes book is presented 


senders of texts used 


He who would see good days, let him keep 
his tongue from evil; let him 
from evil and do right; let him seek peace 
and pursue it. 


turn away 


—I Peter 3: 10-12 
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One of a series of advertisements in the public interest to show how Douglas works with all our military services and space agencies. 


Skybolt will be able to climb 
out of the atmosphere on 

a ballistic trajectory. Missile 
will have accuracy, will be ~ 
simple to maintain and fire. 


Skybolt is designed to be 
launched from bombers 
ee Ol Miselume sk 


Missile dives at hypersonic 
speed. Launch plane may now 
be bombing secondary target. 


Skybolt gives Strategic Air 
Command recall control 
over nuclear missiles 
beyond that provided by 
ground-launched ICBM's 


New Air Force Douglas Skybolt will extend role 
of manned aircraft in Space Age defense 


Now under development, this new air-to-ground missile of 
nuclear capability could add years of usefulness to U.S. Air 
Force B-52s and the Royal Air Force Vulcan bombers. Four 
Skybolts can be launched from one B-52 at widely divergent 
targets. And since the missiles will be released as much as 
1000 miles from target, the bombers carrying them will be 
practically invulnerable to attack. 
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MISSILE AND SPACE SYSTEMS * MILITARY AIRCRAFT + 
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contributions of 


UOP RESEARCH 


one light that is 


always 


green... 


Progress and energy team up to keep our modern society on the move, 
and petroleum ... today’s major source of energy ...is continually converted into 
super fuels, lubricants, and petrochemicals to meet tremendous demands. 


Teamed with the development of more and more fuels and chemicals from 


petroleum is the productive research at UOP. It 


sa constant research that 
has created new and improved methods for making vital 


al products from petroleum 
to satisfy the needs of an expanding world economy. 


At Universal the light of research is always green. It is symbolic 
to the dedicated minds that search-out and develop new ways to derive better 


things from petroleum. 
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